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President : Before we commence to-day’s proceed- 
ings, Air. MacMillan, I think I might make a state- 
ment which may he listened to by the parties, and 
of which possibly advantage may be taken. 

Mr. MacMillan : If you please, Sir. 

President : I understand that Monday next has 

been fixed for the consideration of certain questions 
under Section 58 (1) ( b ). 

Mr. MacMillan: Yes, Sir, that is so. 

President: And I understand that on the 27th of 
April a fixture has been made for considering either 
economies or expenditure. In the first instance, I 
should like to say that it will not be convenient to 
the Tribunal to meet on Monday next, but it will be 
Tuesday next when the meeting will take place. 

The. next thing is that Sir Ralph Wedgwood, when 
we were dealing with the question, of procedure, 
said: 11 I understand it is proposed to hold sittings 
on the 16th and the 23rd of March to deal with (o) 
and (b). On the 23rd of March our statement of 
Economies will have been before the Co-ordinating 
Committee for a week ; and I would suggest the mat- 
ter might be discussed at that meeting as to how 
soon it is likely both parties will be prepared for a 
hearing.” I daresay by that date indicated by Sir 
Ralph Wedgwood*you could give us some indication 
of the topic which you propose to deal with, 
whether it is Economies or whether it is Expendi- 
ture, and you will be able also to make some state- 
ment with reference to future proceedings for the 
fixing of Standard Revenue. That is all that I 
desire to bring to your notice at the moment. 
Possibly you would like to make a statement about 
it later. 

Mr. MacMillan: With reference to that, Sir, may 
I say that of course your arrangements will be 
observed. The 24th of March does happen to 'be a 
day of a little embarrassment to the railway com- 
panies, because the London and North-Eastern Com- 
pany is on that day opening its Bill in the House of 
Loi ds Committee, but no doubt other arrangements 
can be made. As regards Economies, I am assured 



that they can be ready for discussion on the 27th 
April, but on that date we shall not be prepared, 
I believe, to discuss Expenditure. We shall cer- 
tainly do our best to have the figures regarding 
Eoonomies ready; but they are rather difficult, to 
be quite frank about it. 

President : I can quite understand that. 

Mr. MacMillan : They are difficult to formulate, 
Sir ; that is the difficulty about it, really. 

President : Will you bear in mind that we should 
like you, if you are in a position to do it, to be able 
to discuss the question of the future programme after 
those dates? 

Mr. MacMillan: If you 'please, Sir; I will make 

inquiries and will tell .you what can be done. 

Now, Sir, to-day has been allotted by you and your 
colleagues for the purpose, to quote the statutory 
terms, of “ Fixing the capital expenditure forming 
the basis on which interest was allowed at the end 
of the period during which the constituent companies 
and subsidiary companies were in the possession of 
the Government ” — that is, at the 15th August, 1921. 
I have quoted the precise language of Section 58, Sub- 
section (1) (a). You may recall that when we were 
before you last summer and this topic was mooted, 
we placed before you in our Tables R.T.2a and follow- 
ing tablets our approximate figures for the item under 
Section 58 (1) (a). At that time the figures had not 
been completely ascertained, and the learned Solicitor 
General, as be then was, Sir Henry Slesser, inter- 
vened on behalf of the Minister of Transport to sug- 
gest that that matter might be held over until the 
Ministry of Transport bad completed their i n vestiga- 
tions and were in a position to place before the 
Tribunal their finally ascertained figures. That sug- 
gestion seemed good to you and was approved, and 
in, consequence that matter was not then any further 
debated. If you care to have a 'reference to the 
passage : I will give it to you, because it is sometimes 
. convenient and saves trouble. The matter was dealt 
. I with on the 28th May, 1924, and the record of it 
jappears on page 55 and 58 of the proceedings. The 
I a rrangement which was then, made was that the final 
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ascertainment of this figure should be postponed 
until the Minister had completed his investigations 
and determined the figures. In your Decisions on 
Preliminary Questions of Principle, which was issued 
on the 31st July last, you dealt with this matter at 
page 324, and as your pronouncement on that occasion 
was of very considerable importance I shall venture 
to read exactly what the President then said. It is 
in the first column on page 324, about three-fourths 
of the way down, and he said this : 1 ‘ By the terms 

of Section 58 (1) (a) -a sum equal to 5 per cent, is to 
be given by t’he Tribunal on Capital Expenditure 
forming the basis on which interest was allowed by 
the Government at the end of the period during 
which the constituent and subsidiary companies were 
in the possession of the Government ” — that is a 
textual quotation from the Statute. “ Under these 
words it appears to be the duty of the Tribunal to 
see whether, in fact, interest was allowed by the 
Government at the end of the period mentioned on 
the total which is presented to them for remuneration 
at 5 per cent. ; but this duty does not extend to en- 
quiring (how or under what circumstances it was 
expended by the subsidiary and constituent com- 
panies and afterwards allowed for interest, as this 
duty is imposed on the Minister. If the Capital Ex- 
penditure was made before the period of control 
ended and allowed for interest subject to verification 
and adjustment, such Capital Expenditure would not 
in our view be excluded from the 5 per cent, re- 
muneration, because in fact the verification and 
adjustment were not concluded upon the loth August, 
1921, and could properly be included in the Minister’s 
Certificate.” That last passage was due to an argu- 
ment which, as you may recall, was submitted, 
namely, that on the 15th August, 1921, the guillotine 
descended, so to speak, the investigation was to be 
arrested, and you were to take the figure ascertained 
at that minute. That view did not commend itself 
to the Tribunal, and you held as you decided in the 
passage which I have just read. I think that the 
intermediate paragraph is one of very great import- 
ance in our present investigation, namely, your 
decision that this is a question of fact which is pro- 
pounded in the scheme, as to what in fact was the 
capital expenditure upon which the Government 
allowed interest. That is a matter of fact to be 
determined on the Certificate of the Minister ; and 
that Certificate being handed in, your task would 
seem to be more or less ministerial, namely, to apply 
5 per cent, to that and bring out the figure. 

i may perhaps give you shortly the history of what 
has occurred since we were last before you upon this 
matter. On the loth of November, 1924, the Minister 
sent to the Tribunal and to the parties the ascertained 
figures, embodied in four tables, marked M.T. 1, 
M.T. 2, M.T. 3, and M.T. 4, and he accompanied 
those tables with a letter pointing out that so far as 
the figures of the London, Midland and Scottish Hail- 
way Company were concerned, these had not been 
finally adjusted. It might be well, I think, if I 
were to read to you the precise terms of the Minis- 
ter’s letter of the 15th November, 1924. In address- 
ing the Secretary of your Tribunal he says: “Sir, 
1 am directed by the Minister of Transport to send 
you, for the information of the Railway Rates Tri- 
bunal, the accompanying Schedules M.T. 1, 2, 3, 
and 4, showing the total amounts as at the 15th 
August, 1921, upon which interest has been allowed 
by the Government under the Railway Agreements, 
to each of the Companies and Committees shown m 
Schedules C to Documents R.T. 2 (a), R.T. 3 (a), 
R.T. 4 (a), and R.T. 5 (a.) he there gives you, 
therefore, the totaJl amounts of which we have been 
in search — “ I am to point out that for certain com- 
panies in the London, Midland and Scottish Group 
(against which an asterisk is placed in M.T. 2) the 
figures have not yet been definitely settled, but the 
claims formulated are under examination, and pre- 
liminary amounts have been inserted. It is not 
thought that any adjustment of the figures which 
may be required could materially affect the amount 
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of Standard Revenue. The Ministry's witness in- 
dicated in the course of his examination before the 
Tribunal that a note would be made showing the 
amount included in the Great Western Company’s 
figures in respect of the Fishguard and Rosslare 
Railways and Harbours Company. The necessary 
note appears accordingly on Schedule M.T. 3 and a 
similar note is made in M.T. 1 of the amount in- 
cluded in the North British Company’s figures n 
lespiect of the Forth Bridge Railway Company. The 
figures have not been sub-divided under the head- 
ings (2) to (7) in Schedule C. R.T. 2 (a) to 6 (a), but 
this can be done if the Tribunal require the more 
detailed information.” If you will turn to the 
London, Midland and Scottish figures which are 
given in M.T. 2, you will notice that, as the Minister 
says in his letter, asterisks have been placed .against 
two of the items, namely, the London and North 
Western figure and the Lancashire and Yorkshire 
figure. After the Minister had sent us these 
tables, these two figures were adjusted, and it may 
be convenient for you to mark in the margin the 
finally adjusted figures in lieu of those against which 
asterisks had been placed. The figure of 6i million 
pounds for the London 'and North Western Railway 
Company becomes £6,24.6,029; and the figure for 
the Lancashire and Yorkshire Company, instead of 
being £2,200,000, is slightly increased and it should 
be £2,201,994. Those slight amendments upon 
M.T. 2 having been made, that series of tables now 
represents the final ascertainment by the Ministry 
of the sums with which we have to ideal under 
Section 58 (1) (a) of the Act. 

In compliance with your direction, the Railway Com- 
panies on the 16th February, 1926, lodged amended 
tables giving effect to the Minister’s tables, and these 
you will now have before you in the shape of docu- 
ments R.T. 2a Schedule C amended, R. T. 3 a Schedule 
G amended, R.T. 4a Schedule C amended and R.T. 
5a Schedule C amended. What has been done in each 
of these cases is to put in the figures which the 
Minister has provided and agreed, in lieu of the 
figures which appeared in the larger volumes, namely, 
the original document R.T. 2a, and so on. In ono 
sense, as you will appreciate, you are not really con- 
cerned with tlie allocation of the total among those 
different heads — Railways, Omnibuses', Steamboats, 
Canals, and so on — because what you are concerned 
with, as I humbly conceive, is the total figure. But 
when we originally prepared our Schedule C we allo- 
cated the items under those different headings, which, 
as you will see, are headings taken from above the 
line in the railway account, and when we prepared 1 
onr amended Schedule C in conformity with the 
Minister’s figures we again allocated the totals which 
are in the Minister’s figures among the different 
heads, giving effect to the nejeess-ary correction. 
Therefore Schedule C amended is a counterpart of tlie 
original Schedule C, but with different totals, and, 
of course, corresponding alterations in tlie allocations. 
These figures have remained as they stand, fixed ; 
but after we had lodged them on the 16th February, 
1925, the Minister of Transport indicated that his 
allocation of certain of these figures among the dif- 
ferent heads was not in agreement with our allocation, 
and he submitted liis allocation of the totals under the 
different heads. That applied only to two of the 
companies, namely, the London and North Eastern 
Company and the London, Midland and Scottish Com- 
pany. Again, in order that you might have before 
you those figures of the Minister, we prepared in the 
case of the two companies mentioned (namely, the 
London and North Eastern Company and the London, 
Midland and Scottish Company), two additional 
papers which are known as R.T. 2 a amended and re- 
vised and R.T. 3a. amended and revised; and you will 
observe, if you look at those, that the totals are 
exactly the same, and therefore so far as the subject- 
matter of your investigation is concerned I should 
imagine that you will not be greatly concerned with 
the divergence of view between the Minister and tire 
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two railway companies concerned, in the matter of 
the distribution of the totals under those different 
heads, because the task which is set to you is the 
task of ascertaining totals, and not that of distri- 
buting the totals under different heads. At the same 
time, as we had in Schedule 0 originally given the 
distribution of the figures, and as that information 
might be of use to the traders if they had any point 
to make, it was no doubt proper, when we came to 
prepare our amended tables, that we should continue 
the distribution of the figures under the different 
heads; and in turn, when the Minister gave us his 
view of the distribution, that we should put it before 
you in the case of the two companies, the London and 
North Eastern and the London, Midland and Scottish 
in yet another table. That distribution suggested by 
the Minister and embodied in the two last-mentioned 
tables is naturally a matter of some difficulty and 
controversy, and I am to say that so far as the rail- 
way companies are concerned, whilst they put forward 
those tables of the two companies mentioned as 
amended and revised, as showing the Minister of 
Transport’s allocation of the totals under the dif- 
ferent heads, they desire to state quite definitely that 
they do not accept that as a correct distribution. 

I may tell you at once how it arises, in case you 
are interested in the matter. If you take a dock, for 
example, there is always considerable discussion as to 
the frontiers of the dock, between the railway com- 
pany and the dock company; different views obtain 
upon the matter, and the Ministry’s views seemed to 
differ from the railway companies’ views, and there- 
fore they have taken part of the total out of one de- 
partment and put it into the other ; but we agree that 
as a matter of principle for the purposes of giving 
you information, we have given you the Minister’s 
allocation in the case of those two companies as 
well as our own allocation of the total. I have only 
mentioned that by way of explanation, in case you 
might have any difficulty when you are reading these 
tables subsequently, because you might not otherwise 
have understood the genesis of that difference. 

That is how the matter stands. Accordingly, you 
have before you this morning in R.T. 2a and the 
following papers as amended, the total figure which 
the Minister of Transport has certified to the Tri- 
bunal as being the figure upon which interest was 
allowed on the 21st August, 1921, by the Government. 
As a matter of interest, I have gone over the totals 
in our original document R.T. 2a, and I have com- 
pared them with our totals in R.T. 2a amended, and 
1 have done the same thing for each of the four 
companies, in order to see how far out we were in our 
original figures; and I think it is consolatory to 
find that although we were dealing with such very 
large items, in point of fact the divergencies have 
turned out to be very little; in short, we were 
pretty good prophets as to what would be the ulti- 
mate result of the remaining investigation that was 
necessary. I find — and this may interest you, I will 
only give you a broad figure or two— that when we 
were before you on the previous occasion the total 
sum of which we asked you to allow us 5 per cent, 
under Section 58 (1) (a) was £37,361,596; that figure 
was given by Mr. Quirey in the course of the proceed- 
ings, and it is the result of the summation of the 
totals of the four Schedules G of the four companies. 
Now, those figures have been amended to give effect 
to the Minister’s determination, and I find lhat the 
total figure still stands at £37,000,000, and. the 
difference only occurs in the hundreds of thousands — 
the figure now is £37,201,136, being a difference in 
the four companies of £160,460. We had, therefore, 
in our original tables, overstated our claim ior the 
four companies to the extent of £160,460, distributed, 
of course, in varying amounts among the four 
companies. 

In folio 1 of R.T. 2a you will recall that this item 
is shown, naturally, only as an interest item : 5 per 

cent, interest. The item is item 3 in folio 1, and it 
is entitled thus: “Add a sum equal to 5 per cent, 

on capital expenditure forming the basis on which 



interest was allowed to the end of the period during 
which constituent companies and subsidiarj com- 
panies were in the possession of the Government 
namely, 15th August, 1921, as per Section 58 (1) (a)’’; 

and then we set out in each of the four books the 

amount of 5 per cent, on the capital expenditure as 
detailed in Schedule C for each of those companies, 
and we brought out, as you will observe, an interest 
sum of £1,868,079. The result of the Minister’s 
figures has been to reduce the interest account, of 
course, precisely correspondingly to the capital 
■account, because we now take 5 per cent, upon 
xhe reduced sum in lieu of 5 per cent, upon 
the sums indicated in our previous Schedule G. 

The net result of it all is that whereas we 

claimed, as I have already stated under item a 
m folio 1, the sum of £1,868,079, we now claim 
the sum of £1,860,057. The interest claimed 
was therefore overstated to the extent of £8,022 
only; or, in other words, subtracting the one 
figure from the other, you get a differonce of 
£8,022 only, if my arithmetic is right. Therefore 
I think L may say that we were surprisingly near 
the mark in the figures which we put before 
you on the previous occasion; but then matters 
were still open, whereas now the Minister has per- 
formed his task and has submitted to you his figures. 

Now there are one or two observations which l 
thing ought to be made upon the Minister’s figures. 
He has, as you will observe, in a series of tables 
which are called M.T. 1, M.T. 2, M.T. 3 and M.T. 4, 
in the case of each company, given first the con- 
stituent and subsidiary companies’ figures, and then 
oh a separate paper he has given the “ J ” joint 
line companies’ figures. He has done that through- 
out, and lie has done it in this fashion : In giving 
the “ J ” joint line capital figures he has in each 
case given the total figures on the second sheet, with 
the result that you will find that where two com- 
panies are interested in a “ J ” joint line, the second 
page of his table will give you the whole amount in 
each case; that is to say, if you take the Cheshire 
Lines Committee, for examxfie, the figure of £98,295 
is entered under the London and North Eastern 
Railway Company in M.T. 1, and the same figure 
will be found entered under the London Midland 
and Scottish Railway Company, which company is 
also interested in the Cheshire Lines Committee. Of 
course, in our tables, it would not do for us to repeat 
the whole of these amounts; and therefore, what we 
have done is (in exact conformity and with what we 
aid in Schedule C) that we have taken the figures for 
the “ J ” joint lines and apportioned them between 
the companies concerned according to their fractional 
interest in those sums, according to the basis on 
which they are respectively interested in the “ J ” 
joint lines. Otherwise we should have been claiming 
twice on the same sum. The Minister conceived the 
proper course to be to give you the total figures for 
each joint line, and then to append them to the 
companies which were interested in the “ J ” joint 
line; but you will find that our totals in every case 
are comimun-ded from the figures taken from the first 
sheet of M.T. 1, M.T. 2, M.T. 3 and M.T. 4, plus the 
figures taken from the second sheet of M.T. 1, 
M.T. 2, M.T. 3 and M.T. 4, after allocating the 
figures of those second sheets among the companies 
according to their respective interests, thus avoiding 
a double claim for 5 per cent, for the same item. One 
has to bear that in mind, because it is not a case of 
simply adding up all the figures in M.T. 1, 2, 3 and 
4 , otherwise you would find the same item appearing 
more than once, and doing service as rendering us 
5 per cent, more than once. Therefore, the amended 
tables which are before you this morning give effect, 
as you will see, to the proportional allocation. There 
is nothing like taking -an example, and if you will 
take R.T . 2A amended, for a moment — or, if you 
like, R.T. 2A amended and revised, because it is 
unimportant for the present purpose, it being the 
same in each case— you will find that the “ J ” Joint 
Lines are dealt with in this way : Take the -Cheshire 
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Lines Committee, for example, tlie London ana 
North Eastern proportion in that case is two-thirds. 
That, Sir, is two-thirds of the sum of £98,295, 
returned by the Minister as the total capital ex- 
penditure on which interest was allowed in the case 
of the Cheshire Lines Committee, and similarly 
throughout. Ilf you care to turn to the London and 
North Western Company’s figures, in the London 
Midland and Scottish Company’s figures, you will find 
the balance there; but you need not do that because 
it is obvious how it has been done. 

That is one explanation that I thought I ought to 
give; and there is just another explanation, as far 
as I have detected. The only alterations which you 
need note, in comparing II. T. 2A ias originally com- 
piled with R.T. 2A as now amended, are that in the 
case of the London and North Eastern Company, 
there is now included a very small item, namely, 
the Mid-Suffolk Light Hallway, which was not in- 
cluded in the original R.T. 2A. That accounts for 
an item of £162, and il think probably I have spent 
its value in the three minutes I have taken in ex- 
plaining it — Il mean its value in regard to the ulti- 
mate fate of this inquiry. The Mid-Suffolk Light 
Railway was brought to light, if I may use that 
expression, by the Ministry of Transport; it had 
been omitted before, but it is now included. It is 
in the Minister’s figures, and we have added it to 
R.T. 2A. I am told that it was not an oversight; 
one must not suggest that a Railway Company can 
ever err; it was not included because the Absorption 
was not complete at the time, which seems to be 
quite a good reason. 

The other alteration, which you will find also in 
the case of the London and North Eastern Company, 
is that there is an additional “ J ” Joint Line m 
it, which happens to he the fourth of the “ J ” 
Joint Lines, namely, the Great Western and Great 
Central Joint Committee, in which the London and 
North Eastern Company are interested to the extent 
of one half. That “J” Joint Line was not in- 
cluded in R.T. 2A, but it is in the Minister’s docu- 
ment M.T. 1, and therefore it has been put in. 
Tlie Railway Company confesses, in this case, that 
it was omitted by inadvertence. 

Then I turn to one other alteration that I noted 
which was consequential upon the one to which 1 
have just alluded, namely, that in the Great 
Western Company’s figures, Schedule C as amended 
— there is no “Schedule O as amended and re 
vised ” in the case of the Great Western Company 
— you will now find, under the heading of “ J " 
Joint Lines the Great Western and Great Central 
Joint Committee. The Great Western proportion Is 
one half, and that is the counter part of the omitted 
item in the London and North Eastern Railway 
Company’s accounts. 

Now I think I have discharged my task of ex- 
plaining these tables to you, and I do not think 
any other matter arises for explanation as to the 
method upon which they have been compiled; and 
now I confess that I am somewhat at a loss to know 
what will be the most convenient course to pursue 
For the moment we have not the advantage of know- 
ing what comment or criticism is to be made upon 
the Minister’s figures as tabled. He has now sup- 
plied you with the facts to which you referred m 
your decision, and lie has now given you the sums 
upon which in point of fact at the 21st August, 
1921, interest was allowed by the Government; the 
Minister has therefore discharged his function, and, 
that being so, our position I suppose is the simple 
one of saying: “Those are the figures, and your 

task becomes the Ministerial task of taking 5 per 
cent, upon those figures.” 

I might therefore leave the matter at that, and 
await the criticisms, if any are to be made — because 
I do not know what they are, or if there are any — 
upon those figures, or any comments that may be 
made upon them; and I think that that probably 
would have been the right course for me to adopt, 
were it not for the fact that there are two comments 
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made by the Minister on the Tables, as to which 
1 think the Tribunal are entitled to have the Rail- 
way Company’s views, because attention is drawn to 
them in these tables M.T. 1, 2, 3 and 4. The first 
of those matters is alluded to in the note appended 
to M.T. 1. The Minister there states: “Included 
in the North British Company’s figures is a sum of 
£26,194 in respect of capital expenditure of the 
Forth Bridge Railway Company, not included iu 
the capital expenditure of the North British Com- 
Xiany.” It is a relatively small item, of course, 
because we are only concerned with 5 per cent, on 
£26,000; but, on the other hand, I think it is right 
to give an explanation of that item, and I am sorry 
to say that it is a rather complicated explanation, 
although I will do my best with it. The Forth 
Bridge Railway Company, as you know, is the com- 
pany which owns the Forth Bridge across the River 
Forth in Scotland, and it is in this position that 
the North British Railway Company worked the 
Forth Bridge Railway Company’s undertaking, and 
was responsible for everything except the actual 
maintenance of the Bridge itself. The maintenance 
of the Bridge rested with the Forth Bridge Com- 
pany, but the maintenance of the permanent way on 
the Bridge was for the North British Railway Com- 
pany’s account. This railway, of course, is a very 
peculiar railway in its history, and also in its 
character; it was a very expensive undertaking, and 
there is a special bonus mileage for it in the North 
British Railway Rates and Charges Order, which 
deals with the North British Company’s charging 
powers, which are applicable to the Forth Bridge 
Company also, and they are entitled to add 19 miles 
to the total distance in the mileage return and the 
revenues received from it. Historically the position 
is this, that the issued capital of the Forth Bridge 
Company stands at present at £2,325,000, out of 
a total capital, or out of total capital powers, of 
£2,425,000 It has also 4 per cent. Debenture 
Stock to the extent of £723,333, out of total borrow- 
ing powers of £808,332. A dividend of 4 per cent, 
upon the capital issued by the Forth Bridge Com- 
pany has been guaranteed in perpetuity by tlie four 
railways interested in the Forth Bridge, namely, the 
Great Northern, the North Eastern, the North 
British and the Midland Railways. The Railway 
was orignally promoted by an independent Company, 
and ft included some lines on the north shore of the 
Forth, which were subsequently taken over by, or 
the powers in which were subsequently transferred 
to, the North British Company, with a correspond- 
ing diminution of the capital in the Forth Bridge 
Company. There is a curious statutory fund which 
was brought into creation in this way : Under the 
Forth Bridge Act of 1882, the North British Com- 
pany was empowered to take possession of the Forth 
Bridge Railway, to maintain it, and to work it. 
There are two Acts of 1882, and one has to be sure 
not to confuse them. It is the Forth Bridge Act 
of 1882, which provides in Section 38 that “ when 
and so soon as the railway shall have been con- 
structed and shall have been approved by tlie Board 
cf Trade the North British Company shall have taken 
possession thereof.” 

President : That is the railway. I thought you 
said it was the bridge. 

Mr. MacMillan : The bridge is described as the 
railway. It is a work which is described as a rail- 
way over the Forth. “ When and so soon as the 
railway shall have been constructed and shall have 
been approved by the Board of Trade the North 
British Company shall have taken possession thereof 
and shall for ever thereafter maintain in good 
working order and condition and work the railway 
in the same manner and with the same powers aaid 
obligations as if the railway formed part of the 
North British system and the Company shall main- 
tain and keep in repair the structure of the 
bridge ” — the. company being the Forth Bridge 
Company here — “ for carrying the railway over the 
Firth of Forth and all parts thereof except the 
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permanent way tliereon -and the North British Com- 
pany shall maintain and keep in repair all other 
parts of the railway including the permanent way 
upon the said bridge and all signals and signal 
appliances necessary for the working of the railway. - ’ 
So that the relation of the North British Company to 
the Forth Bridge Company was a singularly intimate 
one, as you cam see. A curious statutory fund came 
into existence under the Act of 1882, in this way : 
when the F’orth Bridge Company created and issued 
the share capital authorised by its Act of 187-3, 
it did so at a premium of £2 per share, and the 
preamble, the Act of 1882, goes on to say this : 
“ and whereas the company have created and issued 
the share capital authorised by the Act of 1873 . . . 
at a premium of £2 per share; and whereas out 
of the said premium a sum for payment of interest 
on the calls paid oil suOh shares from the date 
of payment thereof until the completion of the rail- 
way has been set apart (in this Act called the inte- 
rest fund) ” so that the premiums which had been 
received in respect of those capital issues, that is to 
say, the premium of £2 per share, was under the 
Statute funded as a source from which inhere it 
might be paid upon the calls made on the share- 
holders during construction. Then with regard to 
the disposal of that interest fund, there is also a 
statutory provision, and that is to be found in 
Section 41 (C), and is as follows : “ The interest 

fund as existing on the 30th day of June 1882 and 
after providing thereout for the accruing interest 
to that date shall belong to and be held in trust 
for the four Companies .and the same shall be applied 
to or for their benefit respectively in relief of their 
said guarantees in the same proportions as those in 
which they are by this Act liable to guarantee the 
amount necessary to pay the interest or dividend 
aforesaid as from the said 30th day of June 1882.” 

Thus there came into existence a rather curious 
fund known as the Interest Fund, which had statu- 
tory sanction, and which was to be held for the 
benefit of the four guaranteeing companies and was 
to be applied by them in relief of their guarantee. 

The capital position of the Forth Bridge Railway 
Company is this, that it is overspent on capital 
account and it has borrowed at 5 per cent, from 
this interest fund for capital purposes; and this 
£25,000 with which we are now concerned — and now 
1 begin to approach the operative part of my rather 
long circuit — was borrowed from this interest fund. 
I understand that it was required for the purpose 
of compensating certain mineral owners whose works 
were approaching the foundations of the piers of the 
Forth Bridge — if I remember rightly, it was the 
Dahneny Oil Company — and which works if they had 
carried them further, would have threatened the 
stability of the bridge; and accordingly, in the 
usual way, counter notices were given and compen- 
sation paid. That £25,000 had therefore been spent 
in securing the stability of the structure of the 
Forth Bridge, but it was borrowed, as I have said 
from the Interest Fund, and the Forth Bridge Com- 
pany accordingly has to pay 5 per cent, upon it to 
t he Interest Fund which lias been set up in the way 
that I have described. Now, what is the way in 
which the revenues of the Forth Bridge Company 
are dealt with? They are dealt with in this way: 
the North British Company works the Forth Bridge. 

I will still use the old term “ the North British 
Company,” although, of course, we all understand 
that it is ia different company mow; but it is simpler 
to describe it under its old name. The North British 
Company, as 1 say, works the Forth Bridge, and 
hands over to the Forth Bridge Company its 
mileage proportion of the total receipts less working 
expenses. That constitutes the revenue of the Forth 
Bridge Company, the company does not earn it 
itself, hut it receives its revenues from the North 
British Company. Then, what does the Forth Bridge 
Company do- with that money when it gets it? It 
keeps up the bridge other than the permanent way, 
as it must do; it pays its own administrative ex- 
penses and office expenses, and it also pays the inte- 



rest on loans from the statutory Interest Fund. 
In other words, it pays out of whiat it receives, 
inter alia, 5 per cent, on this £25,000 which was 
borrowed from the Interest Fund, and it pays in- 
terest and dividends to its shareholders and 
debenture stock holders, and if there is any surplus 
it goes to the North British Railway Company. 
That is how the two companies are at present 
situated vis a vis each other. 

I think there can be mo question that, so long as 
the railway companies were under Government con- 
trol, it was perfectly proper that this £25,000 should 
be included in the sums upon which the Government 
was paying interest by way of compensation. The 
Government, as you know, Was concerned only with 
the items above the line, and compensation was 
determined by the items found above the line; and, 
therefore, this item being in that position, it was 
perfectly proper that it should then be included. 
A question does arise — perhaps not a; very easy 
question., but a question does arise 1 — as to whether, 
when we are looking at the matter mow from a 
different angle (namely, from the angle of the 
ascertainment of the standard revenue, which surveys 
the whole of the accounts of the company and not 
merely items above the line) it is equitable to in- 
clude this £25,000 in the capital expenditure of the 
North British Railway Company. 

President : Yon have not told us whether the 

Bridge Company is included in tiie amalgamation? 

Mr. MacMillan : It is not included, Sir ; it 

remains a; separate company. Therefore, a question 
does arise as to the equity of retaining this £25,000 
in the capital expenditure of the North British Rail- 
way Company, and I think I must ask my learned 
friend, Mr. Wrottesley, what his view is about it. 

Mr. Wrottesley : We take the view that it ought 
not to be in. 

Mr. MacMillan : I am much obliged. Of course, 
I have one difficulty in dealing witli the matter. I 
confess that equitable considerations always make a 
very considerable appeal to one’s mind, but, on the 
other hand, the difficulty is that the matter is on a 
statutory footing here, and, as you know, we have 
in our previous proceedings encountered much diffi- 
culty from equitable considerations. 1 mean that 
matters such as double payments and so on do. arise, 
and our benefits in the long run may depend upon 
where an item alights; it may be one way or the 
other. I suppose that when the Legislature framed 
this somewhat artificial scheme with which we are 
concerned, they could not have foreseen everything 
that might arise in the course of investigation, and 
they could not and did not legislate by anticipation 
for every possible contingency, and one has just this 
difficulty (which we have felt, I think, probably on 
both sides of the bar throughout this case) that here 
and there one finds a case where a literal applica- 
tion of the statute which we are considering will 
operate one way or the other in a fashion that 
seems to be inequitable. Strictly speaking, I think 
my position in law should be this, that this was a 
sum upon which the Minister informs us that lie 
paid interest by way of compensation during the 
war ; lie did so pay it, and therefore it falls appro- 
priately into this compartment of the Act. But 
there is a difficulty, aud I will tell you exactly how 
'he equitable difficulty arose. It arose in this way, 
that inasmuch as the surplus from the Forth Bridge 
Company goes to the North British Company, that 
surplus constitutes revenue of the London and North 
Eastern Company from other sources; everything 
which goes to diminish revenue from other sources 
places upon the trader a greater burden, because, 
as j r ou remember, he has to find, through rates, 
what will yield the standard revenue after taking 
into consideration other sources of revenue. There- 
fore, I think T iam right in saying that be has an 
interest to have the other sources of revenue as 
large as possible, in order that the funds to be 
received ns the produce of the rates may be pro 
lanto diminished. The two things are in that 
position : if the revenue from other sources goes 
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up, there is so much less to be found by the rates; 
if the revenue from other sources goes down, so 
much more must be found from the rates from the 
traders. 

You will observe that before the surplus of the 
Forth Bridge .Railway Company is ascertained, it 
is diminished by a sum of 6 per cent, on £26,0€0. 
If I have made it clear, you will see at once exactly 
h'ow that happens. The £26,000 being borrowed by 
the Forth Bridge Company from the interest fund, 
the Forth Bridge Company pays 6 per cent, on it 
into the interest fund; 6 per cent, on £26,000 goes 
into the Forth Bridge Company’s accounts before 
they render to us the surplus on their annual return; 
and therefore the Forth Bridge Company have, 
before the surplus payable to us is ascertained 
deducted 6 per cent, on £25,000. Ergo , that other 
source of revenue, namely, the surplus received from 
the Forth Bridge Company, is pro tanto diminished, 
and if it is pro tanto diminished, then, of course, 
the fund to be derived from the nates has pro 
tanto to he increased, and therefore the trader will 
have lost the benefit, at that point, of the increased 
source of revenue, and he will have to find or to 
supply us through the rates with this sum of money. 
Where the shoe pinches, I think, is just this, that 
if we put the £26,000, as the Minister has put it, 
into Compartment 68 (1) (a), and ask you to award 
us 5 per cent, upon it, you will observe that in point 
of fadt we are getting it twice, because we should 
get it first of all under Section 58 (1) (a) as 5 per 
cent, on £26,000, and then, secondly, we should get 
it igain in this shape, that under the rates and 
charges which you are going to fix, the trader 
would have to find the same sum over again, in 
respect that other sources of revenue would have 
been diminished by precisely the same sum. I hope 
I have made it clear to you; it is difficult just 
to catch it, but that is exactly where it stands. 
Therefore, through two different avenues, the same 
sum would be doing the duty twice over, and in 
that way the trader would he prejudiced. As you 
will observe, the Minister has made no comment upon 
the matter, hut he has merely stated a fact and has 
left it for you to decide. 

Of course, I am very reluctant, as you will 
appreciate, to suggest any alteration to the Minister’s 
figures, because they have come to us with a certain 
sanctity. He has, however, drawn attention to this 
matter specifically, and I think, if I may say so, that 
the tribunal is entitled to have an explanation on the 
matter, as to bow it has come into existence. The 
railway company, while maintaining the general 
position that the Minister’s figures rendered to this 
tribunal ought to stand, would not object if in your 
discretion you saw fit to eliminate that sum. from the 
North British figures (that is to say, from the 
Loudon and North Eastern figures), rather than 
that it might be said that in consequence of this 
rather unexpected result of the operation of 
Section 68 (1) (a), the same figures are doing duty 
twice over, in our interest and to the prejudice of 
the trader. 

There are two ways in which you might deal with 
it. Sir. You might, on the one hand, if you prefer 
it. just simply delete that figure altogether from 
Schedule 0, diminishing the North British figures 
bv that amount of £26,000 odd, or you might — and 
there is perhaps something to he said for this- 
retain it in Schedule C on the ground that the 
figures of the Minister were fixed, and then we 
might make a deduction equal to 6 per cent, of this 
capital outlay when we arrive at the charges in- 
cluded as working expenses under the heading of 
rentals and other fixed charges. It is as broad as 
it is long. One method leaves the figure untouched, 
but my instructions from the railway company are 
that we are not to take advantage of what we may 
possibly claim on the strict letter of the law. We 
are not to take advantage of the double crediting 
with this figure. Tn which way we are to exclude 
it from duplication is a matter for consideration. 



If it is cut out altogether, it has rather the dis- 
advantage of interfering with the Minister’s figures. 
If, on the other hand, you leave the Minister’s 
figures untouched, we will undertake to make a 
reduction in another part of our account comparable 
to the effect of including it and leaving it in 
Schedule C, as the Minister ha.s given it to ns. 
But it is simply a question of what is the more 
expedient course, the one is more logical, but the 
other has perhaps the advantage of simplicity. But 
one way or the other, my instructions are that we 
are not to ask that we shall get in in both waj's. 
That disposes if the Forth Bridge Company, I hope, 
to the satisfaction of Mr. Wrottesley. 

Mr. -Jepson : Before Mr. Wrottesley speaks, may 
I ask one question? How is the other interest' 
that is paid by the North British Company arrived 
at? Is it a fixed rate always? 

Mr. MacMillan : It is the rate at which the Forth 
Bridge Company borrows from the interest fund. 

Mr. J epson : I understand that. But as to ordi- 
nary revenue, when you speak of a surplus, all the 
surplus revenue may be paid out to the ordinary 
shareholders. 

Mr. MacMillan : No, it is a fixed rate of 4 per 
cent., a fixed 4 per cent, guaranteed dividend. 

Mr. J epson : After that, the surplus belongs to the 
North British Company. I understand that. Then 
on taking the interest account from which this 
£26,000 has been borrowed, the Forth Bridge 
Company pay 6 per cent, into that fund. 

Mr. MacMillan: They do. 

Mr. J epson : That fund, after certain payments 
have been made, again goes into the North British 
Company, or is it still held in trust? 

Mr. MacMilla/n : It is held in trust. It is held 
in trust in order that it may he applied in relief 
of the guarantees. 

Mr. J epson : Then I suppose — and this is the point 
I was coming to — that if that is just held in trust 
and not distributed to any of the owning companies 
or any of the four Companies who make up the 
guarantee, I suppose that would be invested. 

Mr. MacMillan : Yes. 

Mr. -J epson : But it is invested, of course, for the 
interest of tile Forth Bridge Company, and not for 
any cif these other companies. 

Mr. MacMillan: No, I think that is not so. It 
is invested for the trust fund; it accumulates. 

Mr. J epson : So neither the North British nor 

any of the constituent companies can use that. 

Mr. MacMillan : That is so. It ie ai curious posi- 
tion ; I have not met it before. 

Mr. J epson : So it cannot be said that the North 
British Company are getting the money twice in 
this way, that is, including it in this account ar. 
5 per cent., and also getting it from the Company. 
What ultimately becomes of the trust fund I do not 
know that we need consider ; but at first sight it did 
appear to me that in that way the North British 
Company might be getting a part of it. But it is 
quite clear that that is not so. 

Mr. MacMillan : I see how that may appear to 
your mind, but this is a curious fund created out of 
these premiums held for the purposes provided for, 
and then held as a stand-by in case there is any 
increase of dividends which might necessitate a call 
on their fund. 

Mr. Locket-. And it is an accumulated fund, is it? 

Mr. MacMillan : Yes, it is an accumulated fund, 
and it is of course dedicated by Statute to that 
specific purpose. It has been called upon in the past 
when a deficiency has arisen in the Forth Bridge 
Company. It may be called upon at any time if 
the Forth Bridge Company require it. If we have 
to step in under our guarantee in order to make 
up the 4 per cent, dividend on the Forth Bridge 
Company’s issued capital, then we are entitled to 
resort to' this fund to recoup ourselves. We have 
had to do so in the past, and we may have to do 
so in the future. But there it is; it is a fund we 
cannot dip into for any other purpose than that. 
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President : I do not know whether you -would 

like to deal with Mr. MacMillan’s submissions, Mr. 
Wrottesley. 

Mr. Wrottesley : We should prefer to have it 

eliminated from the Schedule altogether. We think 
it is within the competence of the Tribunal to do 
it in either way, inasmuch as attention has been 
drawn to it in the Note to the Report. 

President : Perhaps the representative of the 

Ministry of Transport might like to say something. 

Mr. Hurcomb : I have nothing to say on that, 
except that attention was drawn to it in conformity 
with the Act, because it was not a line specified in 
the 1st Schedule to the Railway Companies Act, 
and you will remember that when Mr. Wood was in 
the box in another case, he drew attention to it 
there and said, in submitting the figures to you, 
the Minister would distinguish the amount relating 
to such a line. I have nothing at all to say on the 
arguments before you on this point. 

Mr. Pocket : You see no objection to it being 
eliminated from the figures which have been supplied 
by the Minister. 

Mr. Hurcomb : I do not think so ; I do not think 
i+ is a point for the Minister to express a view upon, 
one way or the other. 

Mr. MacMillan : The Minister has been good 

enough to put it this way. He says: “ I am called 
upon to state a fact,” and, if I may say so, Mr. 
Hurcomb is perfectly correct. He has stated a fact, 
and the Court must deal with the fact as they please. 
Automatically I should have thought that once the 
fact is stated to you, your duty becomes minis- 
terial, but. on the other hand, whilst that is so, 
on© does not want any injustice to be done through 
the strict application of the letter. The other way 
of dealing with it, by giving credit in another part 
of the account, has the advantage of leaving the 
figure intact, but. after all, we are dealing with 
practical matters, and, so far as the companies are 
concerned, we are content to leave it in the hands 
of the Tribunal. Mr. Wrottesley asks that it should 
be just cut out altogether. The Minister says : “I 
have no view.” So far as I am concerned, I am 
prepared to leave it in your hands as to what would 
be the proper course. You may prefer, as a logical 
matter, to leave the figures which have been cer- 
tificated to you intact, on the undertaking given 
that no injustice will be occasioned with regard to 
this £25.000, because we will give credit for it else- 
where. But, so far as I am concerned, I am content 
to leave it. 

Mr. -Jenson: Do you sav that it can be properly 
included having regard to section 58, which refers 
to constituent and subsidiary companies? 

Mr. MacMillan : Curiously enough, it is not so. T 
think, if I mav say so, you are conflicting 58 (1) (a) 
with 58 Q) (b). 

Mr. Jenson-. I was thinking of 58 (1) (a). 

Mr. MacMillan : -Just look at the wording. It 
says “a sum equal to 5 per cent, on capital ex- 
penditure.” Now in this it does not say the capital 
expenditure of the constituent and subsidiary com- 
panies. It says “ on capital expenditure.” Now, 
what kind of capital expenditure? The capital ex- 
penditure which forms the “ basis on which interest 
was allowed at the end of the period during which 
the constituent companies and subsidiary companies 
were in possession of the Government.” Those 
words are only brought in in connection with the 
definition of the period. It there refers to the con- 
stituent and subsidiary companies, not in the open- 
ing words with regard to capital expenditure by 
them, hut as defining the time at which you are to 
look to see the capital expenditure on the basis that 
the allowance was made. Then the next one says 
“ such allowance as may he necessary to remunerate 
adequately any additional capital which may have 
been raised or provided in respect of expenditure 
on capital account incurred since the 1st day of 
January, 1913, and not included in the expenditure 
referred to in the last preceding paragraph, unless 
it can he shown that such expenditure has nor 



enhanced the value of the undertaking.” It is a 
different formula which is adopted there. 

Mr. Jepson : Reading (a) in conjunction with the 
governing section: “equivalent to the aggregate 

net revenues in the year 1913 of the constituent 
companies and the subsidiary companies absorbed 
by the amalgamated company, together with,” you do 
not think that that would limit the capital expended 
by the constituent and subsidiary companies. 

Mr. MacMillan : I should submit not, otherwise 
you might get into considerable difficulties with a 
good many of the amounts or certain of the sums 
which the Minister allowed interest on. You may 
remember that the basis on which compensation was 
paid was this. I am referring to the pink book : 

“ Definition of Capital Expenditure. Capital ex- 
penditure means sums charged to capital (including 
expenditure on Leased and Worked Lines), or in 
the case of land subject to a rent charge or feu 
duty, the capitalised value of such rent charge 
or feu duty, calculated at 25 years’ purchase, 
in connection with: — (1) the first seven items in 
Account No. S in respect of lines, works, rolling 
stock and plant (hereinafter- described as 1 works, 
ifcc.’), brought into use during or subsequent to the 
year 1913, irrespective of the period during which 
the expenditure was incurred; (2) purchase money 
or compensation paid for mineral support acquired 
under the mining clauses of the Railways Clauses 
Consolidation Act, 1845, or similar statutory pro- 
visions, during o-r subsequent to the year 1913, in 
respect of Lines, &©., actually in use. The cost of 
any works replaced to be deducted from the capital 
expenditure on any new works upon the cost of 
which interest is charged.” That is all it tells you. 

Mr. J epson : There is no limitation as regards 

constituent or subsidiary companies. 

Mr. MacMillan : That is a perfectly fail- 

observation . 

Mr. Jepson: It is not perfectly clear, of course, 
in the language of the section. 

Mr. MacMillan : No. There are curious variations 
throughout the section which are puzzling. One is 
taught to believe that when the Legislature uses 
different phrases, it means different things. I do not 
know whether that pious view is always justified, 
but at any rate it is what we are exhorted to 
believe. Now, at any rate, you are relieved, I think 
if I may say so, of any feeling that you are going 
to do an injustice to anybody by the attitude the 
railway companies have taken up here, and I trust 
that will commend itself to you. 

I pass now to another item on which the Minister 
comments. I pass to the only other item which is 
the subject of observation by the Minister, and that 
arises in connection with the Great Western Railway 
Company. In the note appended to M.T. 3, the first 
page has this. “ Included in the Great Western 
Company’s figure is a sum of £355,306 in respect of 
Capital Expenditure of the Fishguard and Rossclare 
Railways and Harbours Company.” That is an item 
upon which you heard a good deal of discussion at a 
previous stage and the discussion then arose in this 
way. The precise figure will he found in the Great 
Western Railway Company’s R.T. 4, under the head- 
ing “ Docks, harbours: and ports, Great Western 
Railway Company, £355,306.” There was much 
discussion on the last occasion with regard to the 
precise position of that figure. If you care to jot 
down the references, it may save you the trouble 
la.ter on . I am not going to refer to them ; I am 
going to put the matter afresh. The references to the 
passage at which the matter was discussed are Ques- 
tions 1752 to 1790 and Questions 2019 to 2034. 
These two passages being in the learned Attorney- 
General’s cross-examination — Sir Douglas Hogg as 
he then was — and Mr. Thomas’s cross-examination. 
Then you will find at 125 a statement by Mr. Clauson 
of the statutory provisions. It is not necessary to 
refer to these, but one wants to get the whole of the 
inquiry in order, if one can, and get the references 
in shape. 
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Now this item is quite different from tlie North 
British Company’s item. The North British Com- 
pany in truth, as I have explained, never found the 
£25,000 at all. It was provided out of that interest 
fund. This money with which we are now dealing, 
on the other hand, was found by the Great Western 
Railway Company. W© may start, of course, with 
the fact that the £355,000 was included in the 
capital expenditure forming the basis on which the 
allowance was given. It has a note against it show- 
ing that its position is different from the ordinary 
capital expenditure of the Great Western Railway 
Company. That is true, but that it was expendi- 
ture and is expenditure of the Great Western Rail- 
way Company, remains the fact, because the relation 
of the Great Western Railway Company to the 
Fishguard and Rosslare Company is entirely differ- 
ent from the relation of the North British Company 
to the Forth Bridge Company. This sum was in 
fact expended on works at Fishguard, works which 
were authorised by the Fishguard and Rosslare 
Acts of 1899 and 1914, and the Great Western 
Railway Company found the money that was ex- 
pended upon those works in this way. They were 
authorised hv Parliament to supply money to the 
Fishguard and Rosslare Company in this way: to 
subscribe to that undertaking. What they did Was 
to apply £355.000 in the period in question in the 
form of subscriptions to the Fishguard and Rosslare 
Company, and that subscription is now represented 
by actual works of that Company. You might say 
that that was nothing more than an investment of 
the Great Western Railway Company’s funds in the 
Fishguard and Rosslare undertaking. But it is 
quite different from the ordinary investment : it was 
an application of the funds of the Great Western 
Railway Company expressly authorised by Parlia- 
ment. They were authorised to do it, and the rela- 
tion of the Great Western Railway Company to the 
Fishguard and Rosslare undertaking, I submit, is 
a very peculiar one. I shall venture to detain you 
for a! few minutes while I describe it. In point of 
fact the Fishguard and Rosslare undertaking is really 
a joint adventure of the Great Western Railway 
Company and the Great Southern Railway Company 
of Ireland. It owed its inception partly to the fact 
that it had to he on both sides of the Channel in 
different territories, and therefore there had to he, 
so to speak, some unifying legal entity unifying the 
two parts of the undertaking, the part on this side, 
which was the Great Western Railway Company s 
part and the part on. the other side which was the 
part of the Great Southern Railway Company of 
Ireland, and also the steamboat service in between. 
It was therefore a rather unusual Railway Company 
undertaking, and involved the co-operation of the 
Great Western Railway Company and the Great 
Southern Railway Company of Ireland. The means 
taken to overcome that, ns we. may now. say,. I 
suppose, international or inter-dominion relationship, 
was to set up this .company called the Fishguard 
and Rosslare Company, which enabled the under- 
taking on both sides of the Channel to be 
unified as one undertaking. Now the series 

nf Statutes relating to it indicate the nature of the 
Great Western Railway Company’s association with 
the Fisheuard and Rosslare undertaking. First of 
all the Fishguard Railway and Pier Company was 
incorporated in 1893, and then in 1.894, under the 
Fishguard and Rosslare Act of that year., it became 
known ns the Fishguard and Rosslare Railways and 
Harbours Company. Then in 1898 the Legislature, 
by the Fishguard Act of that year, provided for 
through bookings between stations on the Fishguard 
Company’s line and stations and places on the Great 
Western Railway and the Great Southern Railway 
of Ireland respectively, and for the provision of an 
efficient service of trains in connection with the 
steamboat services, so that you could book, from any 
station on the Fishguard line to any station on the 
Great Western Railway or nnv place on the Great 
Southern Railway of Ireland. Then by Section bS 
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of the same Act of 1898 the Great Western and the 
Great Southern of Ireland were authorised to sub- 
scribe for shares and debenture stock in the Fish- 
guard undertaking up to £250,1000 each, with a 
proviso that they should not dispose of any of the 
stock they might so hold. • It was not treated as an 
ordinary investment; it was a permanent dedication 
of that money to that undertaking and they were 
not to be allowed to sell or part with their shares 
in any shape or form. The Fishguard Board was in 
the same Act constituted, and was composed of four 
Great Western Railway and three Great Southern 
of Ireland Railway directors, again emphasising 
what in truth was the fact, namely, that it was a 
joint adventure. Then in 1899 a further Act was 
obtained which authorised new works at Fishguard 
and also railways and works in Ireland and author- 
ised subscriptions by these two Companies, the Great 
Western and the Great Southern of Ireland up to 
the full amount of the share loan capital of 
the . Fishguard Company, so that these two com- 
panies had the intimacy of their relation with 
this statutory Company further imposed, that 
they were authorised to subscribe so that the 
whole capital of the Fishguard and Rosslare' 
Company should be in the hands of the partners 
in this joint adventure. They were authorised to 
take, as a voucher, so to speak, of their interest 
in, the undertaking, shares or debenture stock in 
the Fishguard and Rosslare Company, again with a 
statutory embargo on their parting with them in 
any shape or form. So that they were authorised 
to hold between them the whole capital of this under- 
taking and were under an embargo that they should 
not part with the stock or shares which, as I say, 
were in truth just vouchers of their interest. It was 
really the legal machinery by which this was carried 
out. Then provision was made that 3J per cent, 
on the capital of the Fishguard Company should he 
a first charge on the gross receipts, that is both of 
the local traffic on the Fishguard undertaking and 
of the through traffic on the Great Southern of 
Ireland undertaking. Then there was scheduled to 
that Act an agreement between the two. companies, 
adjusting their rights and liabilities, and the effect 
of that statutory agreement was this, that the Great 
Western Railway Company became liable for the 
working, management and maintenance of the 
portion of the Fishguard Company’s undertaking on 
the English side, including the steamboat service 
between Fishguard and Rosslare, whilst the Great 
Southern of Ireland Company took over the respon- 
sibility for the portion of the undertaking on the 
Irish side, and each of the two companies became 
liable to make good any loss on the portion of the 
undertaking under their individual control. So that 
there was a severance by statutory agreement of the 
interests of the Great Western Company and the 
Great Southern Company in this undertaking. You 
see how the thing is just going statutorily along, 
but all the time the relation is that )bhe Gre'at 
Western Railway Company has charge of the portion 
which is on this side, and the Great Southern 
Company of Ireland has charge of the Irish 
portion of the undertaking and is responsible 
for it. In 1903 the Great Western Railway Company 
and the Great Southern Company had imposed upon 
them ,a liability to jointly guarantee the interest of 
the Fishguard and Rosslare Company at 3| per cent. 
Tier annum, and if the gross receipts of the local 
traffic on the Fishguard undertaking and of the 
Fishguard Company’s proportion of the through 
traffic on the Great Western Railway .and the Great 
Southern Railway, through, from or over the Fish- 
guard undertaking, was found insufficient to pay 
this 34 per. cent., then the two partners had to find 
the difference; and there was again a statutory 
agreement scheduled to that Act which had this 
result : that as between the companies themselves, 
the Great Western Railway Company and the Great 
Southern Railway Company respectively, the Great 
Western Railway should he entitled to the receipts 

B 



46038 



349 



PROCEEDINGS OF THE RAILWAY RATES TRIBUNAL. 



16 March, 1925.] 



[Continued. 



from the portion of the undertaking in England 
including the steamboat service and should be respon- 
sible for the interest due on the proportion of the 
capital due to meet expenditure on that portion of 
the undertaking .and for all working and other 
expenses incurred in that direction, and similarly 
the Great Southern Railway of Ireland became 
entitled to the receipts on the Irish section of the 
undertaking and became responsible for the interest 
due on the capital expenditure on the Irish portion of 
the undertaking and responsible for all working and 
other expenses incurred in connection with that por- 
tion. Then in 1914 further works at Fishguard were 
authorised and additional capital was authorised to 
the amount of £300.000, with borrowing powers to 
the extent of half thereof, and that Act of 1914 
provided that the capital so raised should be deemed 
two sections to- meet expenditure on the English 
portion of the undertaking. The Legislature was 
always looking to the Company that composed the 
two sections to meet etxpenditure on the English 
section of the undertaking; and Section 37 author- 
ised the Great Western Railway Company to sub- 
scribe the full amount of such capital, taking shares 
or debenture stock, but again subject to the embargo 
that they must not dispose of it in any way. So 
that the works which were brought into existence 
under the Act of 1914 were brought into existence 
by capital which the Great Western Company was 
authorised t-o subscribe, which capital was deemed 
to be capital, and was in fact capital, expended 
solely on works on this side; and that being so, the 
agreement previously entered into applied, namely, 
that the Great Western Railway became responsible 
for that whole section of new works on this side, 
became responsible for. the interest on the capital so 
expended upon works on this side, and responsible 
for the working and maintenance of those works. 
The works upon which the £355,000 with which we 
are concerned here was expended were all works at 
Fishguard on this side of the Channel authorised 
by the two Acts of 1899 and 1914, and therefore in 
truth and in reality were works of the Great Western 
Railway Company because they had the whole 
responsibility for them. They find the capital; they 
are responsible for the interest on the capital so 
expended; they have the control of the works result- 
ing from the capital expenditure in question; they 
must do the work and maintain the work and they 
are therefore in truth and in fact the persons 
responsible for this part of the undertaking of the 
Fishguard and Rosslare Company. The position, 
therefore, you see, is entirely different from the 
position of the Forth, Bridge Railway Comjpany. 
This sum was one upon which the Government 
allowed interest, and, if I may say so, most correctly 
allowed interest, because it was expenditure on 
which the Great Western Railway Company was 
entitled to look for remuneration. It was expendi- 
ture not made for philanthropy, but in order to 
earn revenue, and no doubt did earn revenue. It 
earned revenue no doubt in the hands of the Govern- 
ment, and it earned revenue in the hands of the 
Great Western Railway Company. It did occur to- 
me that there might he a question of this sort. I 
am afraid it is only one of those amateur doubts 
which occur to one’s mind when puzzling over these 
accounts. I thought you might have looked at 
it in this way : that if they got 3J per cent, on that 
capital — — 

President : Was that the interest on the 

debentures? 

Mr. MacMillan : Yes, 3J per cent, on the 

debentures — that you might say that that was their 
revenue received from their investment; hut that is 
quite ia fallacy, because if you were to treat it in 
that way, as the Great Western Railway Company 
finds the 3) per cent, itself, you would in point of 
fact just he rubbing the dog with its own tail. You 
do not get any return for the money expended, and 
if you were to eliminate it from 58 (1) (a) yon would 
in point of fact exclude this whole sum. of £355,000 



from ever getting any remuneration. The whole of 
this procedure really is, as I submit, a legal for- 
mality throughout, necessitated by the peculiar 
position, and you have to have some legal entity 
combining the two. Therefore, you had to have this 
statutory arrangement, but the reality of the thing 
all the time is that the two companies -are spending 
their money upon those works and are entitled to 
remuneration for the expenditure on those works; 
and all this superstructure which I have been 
describing is in point of fact nothing more than 
legal machinery necessitated by the circumstances. 

Mr. Jepson: And the revenue and expenditure on 
this portion of the Fishguard Company’s under- 
taking is brought into the revenue, the receipts and 
expenditure of the Great Western Railway Com- 
pany? 

Mr. MacMillan : That is so. Therefore the posi- 
tion is different entirely from the position of the 
Forth Bridge Company. This is a case in which, 
if there be any equity in these matters, it is entirely 
with us, otherwise this sum would actually go un- 
remunerated -altogther. 

President : They get the 31 per cent, on the deben- 
tures P 

Mr. MacMillan: No; they do not even get that. 

President : Do you mean the receipts are' not 
sufficient to pay ? 

Mr. MacMillan : No. The 3i per cent, will go to 
other sources, will come in as other sources} of 
revenue, and if it is other sources of revenue it 
would pro tanto diminish the sum to be found by 
rates. Therefore it would not be represented in 
the rates to be received from the traders at all ; it 
would go to diminish the amount to be received 
through rates. Then you will observe the thing can- 
cels out in this way, that in Account No. 9 there 
appears a payment out to the Fishguard -Company 
'o pay our own 3J per cent, so the two items are 
cancelled out in the accounts. We pay it and debit 
in our Account No. 9 what we pay over to the 
Fishguard Company to enable them to pay us the 
3J per cent. I do not know whether after that 
information my learned friend, Mr. Wrottesley, 
wants to make any remark? 

Mr. Wrottesley : It may he that I do not follow 
it, but as I trace the history in the Acts of Parlia- 
ment it seems to me there are objectionable things 
that might occur. 

Mr. MacMillan : I shall not hurry my friend 
about it. I have given my friend the history as it 
stands, and I strongly suggest that here you should 
not touch the figures put to you 'by the Minister of 
Transport. This was an amount on which they 
allowed iutererst -and allowed it rightly, and for the 
-moment I cannot see any equitable answer to the 
claim we are putting forward here. I suppose, Mr. 
Hurcomb, the attitude of the Minister is just the 
same as in the other case. 

Mr. Kurcomb : The attitude of the Minister is as 
explained by the Minister’s witness in June last 
when before you, and as raised also- in the Minister’s 
statement. The interest was allowed in this ease 
for the purposes of the provisions of the clause 
which says: “Capital expenditure being sums 

charged to Capital (including expenditure on Leased 
and Worked lines).” Whether expenditure allowed 
in that way for a company which is not included in 
the first schedule of the Railways Act is proper to 
be excluded under Section 58 (1) (a) is a point which 
the Minister leaves entirely to the determination of 
the tribunal. He is merely drawing attention to the 
fact, as he undertook to do. 

M?. J epson : Ilf this was quite an independent- 
concern — one understands it has not been brought 
in as a subsidiary company — -but if it were free of 
those arbitrary divisions which appear to be sup- 
plied by Parliament, then the position would be 
that the Fishguard and Rossla-re Company would be 
bringing into account its -own revenue, and debiting 
itself with its own expenditure, and out of any 
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surplus that there was it would, have to pay its 
obligations on the capital. 

Mr. MacMillan: True. 

Mr. J epsun : 'That is nob the position to-day, but 
by these, shall I say, arbitrary divisions between, the 
English side and Die Irish side, the whole of the 
revenue derived from tlie English side is brought 
m to the Great Western Itailway accounts, the works 
expenditure of the English side is brought into the 
Great Western accounts, the amount they receive in 
respect of their investment, which is really paid 
out of their own pocket, as I understand from yon 
they are responsible for the interest on the capital 
expended on the English side, also comes out and is 
shown as a payment out, and, as you say, they prac- 
tically cancel one another in the accounts. 

Mr. MacMillan : And the result of that is that, 
as the accounts are prepared now, if we do not get 
it under 58 (1) (a), tills large sum of money will be 
entirely unremunerative. 

President : But could not you go on taking your 
oi per cent. ? 

Mr. MacMillan: But we find it ourselves, 

unfortunately. We debit ourselves with the sum 
which we hand over to the Fishguard Company 
to provide ourselves with the 3J per cent. It is 
entix-ely due to this, if 1 may say so. In a sentence, 
I think what Mr. Jepson has said is quite in order 
if you were dealing with ,an ordinary case, but we 
are dealing with a company which is dealt with in 
the whole series of statutory enactments which put 
the Great Western Company in a relationship to this 
undertaking which is entirely different from its 
relationship to any other undertaking, so far as I 
know, or any other case in this country, and the 
whole reason of it is the peculiarity of the situation. 
But when you strip it of what I call the legal 
technicalities of the position to get at reality, you 
find that in point of fact those works are works paid 
for by the Great Western Railway Company for 
which they are responsible and which they must 
maintain, and the revenue of which they receive, and 
therefore you have with regard to this work, so far 
as the Great Western Railway Company are con- 
cerned, all the incidents of ownership. You have 
the liability, you have the capital expenditure repre- 
sented by those works, and you have all the features 
of railway ownership and of railway responsibility. 
In short, these works there are in a business sense, 
so far as the Great Western Railway is concerned, 
part of the Great Western Railway undertaking 
and in all other financial respects — — 

President : But if they are, they would be in- 
cluded in the amount. They are not part of the 
works of the combined undertaking. 

Mr. MacMillan : That is so ; and that being so, 
Parliament has made a practical severance which it 
has recognised in this case, and as a result of recog- 
nising that, to all intents and purposes this expendi- 
ture is expenditure of the Great Western Railway 
Company which must receive and should receive re- 
muneration. 

President : Could you tell me again — I was not 
sure that I got the right answer — do they get out 
of the receipts of the Fishguard and Rosslare Com- 
pany 3-1 per cent. 

Mr. MacMillan: Yes, they do. 

President : And whatever happens, they will still 
go on doing it because we have not any jurisdiction 
with regard to them; they are a separate Company 
outside our jurisdiction. 

Mr. MacMillan: That is to say, dividend warrants 
would be sent out by the Fishguard and Rosslare 
Company to us. 

President : As you explained it, you said the 
receipts on this side, came into the accounts of the 
Company; that is, they took all the receipts of this 
side including the steamboat traffic. Then they are 
investors in debentures in the Fishguard Railway 
Company. Therefore they, out of their receipts, 
pay themselves the 3J per cent., as I understand. 



If you tell me that the receipts are not sufficient, 
that is another thing. 

Mr. MacMillan : I do not say that. 

President: Assuming that is the state of things, 
that state of things will go on, after the appointed 
day, and they will be receiving from this under- 
taking the 3i per cent, on the debentures. (I only 
want to get at the facts. 

Mr. MacMillam : I still think, Sir, that I am right 
in saying this, that they will furnish the Fishguard 
and Rosslare Company with the sum necessary to 
pay the 3-J per cent. 

President: But will they furnish it out of the 

Great Western Railway Company’s funds, or take 
it out of the receipts of the Fishguard and Rosslare 
Company, which are no part of the receipts of the 
Great Western Railway Company? 

Mr. MacMillan: They will certainly charge it out 
of that fund, and they will place the Fishguard 
Company in a position to pay it out. 

President : Then there is another question I want 
you to deal with. I a-m not touching on the ques- 
tion of whether you are right or wrong. Why, in 
the making up of the standard revenue for the 
Great Western Railway Company, should we include, 
so to speak, something for the Fishguard and Ross- 
lare undertaking, because this is capital expended 
on the Fishguard and Rosslare undertaking for 
which they are receiving apparently 3i per cent, 
interest on their debentures? 

Mr. MacMillan: I speak subject to correction, 

but for this reason, that into the accounts of the 
Gieat Western Company with which you have to 
deal, the accounts, that is to say, which they compile 
under the Act, these items enter. 

President : That is the only reason ? 

Mr. MacMillan : They are treated as part of the 
levenue of the Great AVestern Railway Company for 
statutory purposes, and it is that revenue which is 
to be maintained. 

President : And if it is not in fact the revenue of 
the Gii' eat Western Railway Company there would 
be no reason for it ? 

Mr. MacMillan : That is quite true. 

President : They still would have allowed it and 
you would have still got all your argument. 

. ' MacMillan : But the fact is this, that it does 

in fact represent the sum of money expended on 
capital account by the Great Western Railway 
Company, and not the Fishguard and Rosslare 
Company. 

President : As soon as put into the investment of 
debentures ? 

Mr. MacMillan : As soon as invested in that 

fashion, on which they get 3i per cent, in the way 
I have indicated. But owing to the way the thing 
is worked, owing to the way the accounts are com- 
piled, they will get no return upon the £355 000 

unless they get it under 58 (1) ( a ). 

President: Well, then supposing they are not 

getting anything out of the 3-J per cent., you cannot 
control the 3|- per cent, being paid if the company 
is outside our jurisdiction. 

Mr . MacMillan : May I put it in this way — it is my 
inability to express it right : what I am concerned 
with is, if it is not remunerated under (a) it will not 
be remunerated in any shape or form, and in particu- 
lar will not be remunerated by the 3| per cent, which 
you have allowed, but I confess I am incapable of 
explaining how it is, and I will not try, because I 
shall probably get into difficulties; I will ask the 
Accountant to see if he can do it. Apparently it 
is a matter that can be demonstrated, but I do not 
quite see it myself. 

President : You do not mind my asking these 

questions? 

Mr. MacMillan : Not at all, Sir; they are most 
helpful. I am venturing to treat the matter a little 
informally, because one wants not to be rhetorical 
but to get on with the business. If the Accountant 
can satisfy you that it is not remunerated then you 
will see it is a very important thing for the Great 
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Western Company. On your hypothesis, Sir, it might 
not be so serious ; however, I have given you, I think, 
at least what I may call the materials for judgment; 

1 have indicated how the thing has come about, and 
the precise effect I will leave the Accountant to deal 
with.' 

These are the only matters which are noted upon 
the tables by the Minister, but there are one or 
two other topics that I think I ought to deal with 
before I sit down, and there is one that is just a 
little puzzling; it is not noted by the Minister, and 
I do not know whether my learned friend has any 
observation to make upon it, or whether I am going 
to spring a generous surprise on him. I do not 
know whether my friend has noticed the point with 
regard to the capital value of the rent charges. 

Mr. Wrottesley : Yes. 

Mr. MacMillan : We noticed that also. May I 
explain to you quite shortly how that arises ; it is 
not a very big item, but it is worth noting. The 
Minister's arrangement with us, as you will recall 
from what I read a little while ago, was that the 
capital expenditure means not only sums charged 
to capital but also in the case of land subject to a 
rent charge or feu duty the capitalised value of such 
rent charge or feu duty calculated at 25 years’ pur- 
chase. Therefore, when the Minister found that 
there were any of these rent charges or feu duties in 
existence, annual payments that is to say made by 
the railway companies for land, he capitalised these 
at 25 years’ purchase on the 4 per cent, basis, and 
he then brought those capitalised figures into 
account and treated them as part of the total sums 
upon which the allowance was made. In the 
Minister’s figures before you to-day (though that 
point is not alluded to in any way by the Minister) 
it is perfectly plain that there is included the capi- 
talised value of rent charges or feu duties, because 
he paid upon those capitalised values; therefore in 
certifying to you the fact that what he paid upon 
included those capitalised sums it was perfectly 
proper that those capitalised sums should be in- 
cluded in the figures upon which the compensation 
interest was paid, and again for this reason, that 
the sole concern of the Government was with the 
items above the line. It may be, and I rather think 
it is the fact, that when you look at this matter 
from the point of view of our present problem, these 
difficulties take a rather different aspect. I imagine 
that these items for rent charges or feu duties arise 
for the most part, if not entirely, in connection 
with the acquisition of land in Scotland. When you 
buy land in Scotland you may go about it in two 
ways : you may either buy outright and pay .a capital 
sum down and get your title, or you may get your 
land in consideration of an annual payment known 
as a feu duty. Some land is bought in one way, and 
some the other. The feu duty represents the annual 
return and the nearest analogue I know to it in 
English law is the ground rent, but it is very 
different in its incidence from a ground rent, because 
the person who acquires land under ia fen charter in 
Scotland (there are also feu contracts and feu dis- 
positions, but never mind about that) in considera- 
tion of an annual payment becomes the fee simple 
owner of that land, the absolute owner of that land, 
and the person who has feued tihe land to him 
remains merely what is known as his superior — a 
vestige of the old feudal law — a person who has 
certain, right® with regard to the land. The person 
who has acquired the land is the feuer or vassal, 
hut the right that is acquired in return for the pay- 
ment of a.n annual duty in Scotland is the full right 
of property. I think that is probably rlather different 
from the position of a ground rent in England. 
Therefore, when persons are setting out to buy land 
in Scotland they may either get a disposition from 
the last owner, in which case they pay a sum down 
and get the land, and they become in turn the vassal 
of the previous superior, or they may, if they please, 
obtain a feu charter and pay an annual sum, and 
if they pay the annual sum they become the pro- 



[ Continued . 



prietor in just exactly the same way. A railway 
company, like anybody else purchasing land, may 
choose one or the other method. If the railway com- 
pany wants land it may pay a sum down for it and 
get a title in that way, or it may, at the option either 
of the landed proprietor or of themselves, say : “ No, 
we will take the other form of title, and we will pay 
a feu duty annually in perpetuity and acquire the 
land in that way.” In either- case, they are acquiring 
kind ; in either case they are getting actually a 
capital asset, namely, land, but they are purchasing 
it in the one way for- a perpetual series of annual 
payment®, or they are purchasing it in the other way 
for a sum down; but in either event they are getting 
a capital asset. The way lin which the Minister- 
dealt with it w.as to capitalise these feu 
duties on a 25 years’ basis and then allow 
interest upon them. But when you come to look at 
the matter from our personal point of view and take 
into account, not merely items above tbe line, but also 
items below the line, here again 1 confess it is difficult 
to justify the inclusion of these capitalised rent 
charges or feu duties in the account that we are com- 
piling under 58 (1) (a) in a question with the trader, 
tor this reason : these rent charges, or feu duties, are 
debited in another account; they are debited to “ in- 
terest, rentals, &c.” as part of the outgoings of the 
railway company. Therefore the result, is this, that 
we are debiting these as outgoings of the Company 
to be found therefore through the medium of gross 
revenue of tbe Company of course, to be found in 
turn from the rates and charges imposed upon the 
traders, and we ai'e also asking on the letter of this 
that they should find 5 per cent, upon the capitalised 
value of those rent charges, or fen duties. That 
appears to me to he another question rather like the 
Forth Bridge instance of a duplication which results 
from the language of the Statute. Here I do not 
think anybody can say that the letter of the Statute 
is not with me, because there is no doubt whatever 
that this was capital expenditure forming the basis on 
which interest was allowed, because that basis can only 
be arrived at from a reference to the actual contract 
between the railway companies and the Government, 
and when you go to the actual contract between the 
railway companies and the Government you find what, 
for the purposes of this section — because it is imported 
manifestly from the Pink Book — is that system of 
compensation allowance. There is no doubt whatever 
that these capitalised rent charges and feu duties 
form the basis on which interest was allowed, and 
therefore the Minister very properly has returned the 
capitalised value of these feu charges to you 
as being what he considered, and was bound 
to consider, capital expenditure for the purpose 
of giving you the basis on which he allowed interest. 
The fact, therefore, corresponds exactly with the 
relations between us, but again, I do not know 
whether it is due to scruples of conscience or not, 
it does strike one as at least rather inequitable that 
the same figure should come in as a capitalised sum 
upon which interest is allowed under 58 (1) (a), and 
then their annual charges which are capitalised for 
that purpose should appear as paid of the outgoings 
of the company in another account and have to he 
found over again by the gross revenues to be earned 
by the charges. There again I am in this position, 
that the railway companies instruct me to say that 
while I am in no way to make any concessions upon 
the letter of the law in argument, in point of fact 
they would be prepared to consider this matter in a 
question with the traders, just because I suppose they 
flinch from the actual result of the thing which seems 
inequitable. I certainly suggest that this figure 
which is easily ascertainable — this ingredient — might 
be dealt with in one or other of several ways. First 
of all, you might leave the Minister’s figures intact, 
as I suggested you might do in the Forth Bridge 
Case, and you might accept an undertaking from us 
that we would deduct in our other account® as a 
debit the amount of the feu duties- and- rent charges 
payable. We could do it in that way. We would 
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deduct tlie amount of the rent charges and feu duties 
which for this part of the account had been capitalised 
and allowed for at 5 per cent., and we should deduct 
them from the subsequent part of our account, 
leaving the Minister’s figures and seeing, that a 
counter credit was given at the other part of the 
account, so that you would not have to raise those 
feu duties over again for us out of rates. That is 
one way of doing it. Another way in which it could 
be done would be, of course, just to knock the figures 
out altogether, and there is yet a third way in which 
it could be done : it could be retained in para- 

graph (a) but brought in under paragraph (6) as a 
credit; I think that is the right way to put it. It is 
a choice again of which is the best way to do it. I 
think there is a good deal to be said for the idea of 
leaving it in the Minister’s figures, and then when we 
come to compile the other part of our account not to 
debit the traders with the amount of the rent 
charges and feu duties in point of fact paid and 
which are capitalised for this purpose, but to give an 
undertaking to exclude at that stage of the calcula- 
tion those rent charges and feu duties. That has 
the merit of leaving the Minister’s figures intact. 
However, my learned friend will indicate to us later 
on what views he has about it, but there again I 
think he will recognise, and I hope he will recognise 
that we have approached the question from a fair 
point of view, anxious really to get at the figure 
upon which we are entitled to this 5 per cent. 

Mr. J epson : The result of the capitalisation of 
these amounts by the Minister of Transport has not 
been brought, I suppose, into the capital received 
account of the companies? 

Mr. MacMillan : No. 

Mr. J epson : One would imagine it could not be 
when you are also paying out the rent charges. 

Mr. MacMillan: No, it could not be. 

Mr. J epson: It has never been treated as • apital 
received, so far as the railway companies’ accounts 
are concerned. 

Mr. MacMillan : No, it has not. It is a capital 
asset which is represented by an annual payment. 

Mr. J epson: To deal with it in the way you sug- 
~ gested, and leave it in the Minister’s figures, and 
then for the purpose of arriving at a standard 
revenue leaving out the amounts of rent charges and 
so on which are due on these moneys, would mean 
dealing with it like that every year. 

Mr. MacMillan : Yes. 

Mr. J epson : It would be a permanent arrange- 
ment, would it not? 

Mr. MacMillan : It would have to be; that is per- 
haps a disadvantage in some ways. 

Mr. J epson : I do not know ; it may be advan- 
tageous or disadvantageous. 

Mr. MacMillan : From tbe accountancy point of 
view. I was not really thinking of it from the 
financial point of view. 

Mr. J epson : It might be a disadvantage to the 
accountants always to remember that they had to 
leave out these particular rent charges year after 
year. 1 do not suppose they would do it in their 
annual accounts, tout it would simply toe for the 
purpose of arriving at what is the revenue each time. 
They could not leave it out really under the Accounts 
Act. 

Mr. MacMillan : I follow that. That is quite 

true, and it is a little embarrassing because the pub- 
lished accounts have to show the whole outgoings. 
It would have to show the whole of these rent 
charges and feu duties and not a modified sum. It 
would have to be done, so to speak, in a question 
with the trader; it would he a special transaction. 

Mr. Locket : There is always some risk of it being 
overlooked. 

Mr. MacMillan : I rather think the simplest plan 
would he just to knock it out altogether. That figure 
we will get an adjustment of with the Minister of 
Transport, that is to say, the ingredient in these 
figures before you which represents the amount of 
capitalised rent charges and feu duties, and that 



should be excluded altogether from the sum upon 
which 5 per cent, is proposed to be charged. 

Mr. Wrottesley : That meets me. 

Mr. MacMillan : My learned friend says that 

meets him; I do not know that it is a very large 
concession on his part; but I shall look for some- 
thing from him 'by way of generous recognition from 
him later on, possibly. 

There is little else left, but there is one point — 1 
do not know whether my friend is going to offer any 
observations upon it or not — and that is the question 
of the “ J ” Joint Lines, that spectre which has 
haunted us throughout the whole of these proceed- 
ings, because of the particular position in which they 
stand. The Minister has in the tables which he has 
put before you separated; out the ordinary consti- 
tuent subsidiary companies' from the “ J ” Joint 
Lines; he has given you two tables applicable to each 
company. The Minister — the Government, in point 
of fact — pay compensation money upon all those 
sums which you see under the heading of “ ‘ J ’ Joint 
Lines ” under each company, and the method upon 
which we have been proceeding throughout in this 
investigation has toeen to deal with the “ J ” 
Joint Lines along with the principal companies. You 
may remember that in the compilation of our figures 
— let me take “ R.T. 2 a” for the moment — it was 
decided with the approval of all parties that the total 
net income, being item No. 1 on Folio 1, should 
include the receipts from the “ J ” Joint Lines-, and 
not that at a later stage of the accounts the “ J ” 
Joint Lines figures should come out; that is to say, 
that in taking the model year upon which you are to 
proceed there should be a deduction in respect of the 
“ J ” Joint Lines for this reason, that as you know 
the ,“ J ” Joint Lines continue to exist, and you are 
not fixing their standard revenue -and you are not 
fixing their rates and charges at the moment; that 
will be a subsequent task under Section 33 of the 
Act of .1921 : “As respects railway companies other 
than amalgamated companies and light railways whose 
powers of charging have,” -and so on; “ the Rates 
Tribunal shall apply to each such company tlie 
schedule of charges of such one of the amalgamated 
companies as, after considering any objections thereto 
which may be lodged within the prescribed time and 
in the prescribed manner, and after giving the com- 
pany in question and all other parties whom they 
consider to ibe entitled to be heard before them an 
opportunity of being heard, appears to the Tribunal 
to toe most appropriate to the case of that company, 
and may so apply it without modification or subject 
to such modification as the Tribunal may think fit.” 
So that when you have got the schedule of charges 
for the four amalgamated companies, you will have 
to consider what is to toe the schedule of charges for 
the “ J” Joint Lines, and the method of procedure 
at that stage will toe to consider which of the four 
schedules of rates and charges which you have fixed 
is the most appropriate to the particular “ J ” Joint 
Line, and you will then direct that it be applied to 
the particular “ J ” Joint Line, subject to any modi- 
fications which you may think proper after hearing 
the parties. Further, the “ J ” Joint Line company 
is, as you see, an entity by itself which is to have its 
own charging powers granted to it toy you at a later 
stage, but inasmuch as receipts from the “ J ” Joint 
Lines come into- the accounts of the parent company, 
and inasmuch as the capital of the “ J ” 
Joint Lines is found by the parent companies, 
we have thought that the toest method to 
proceed upon through-out has been in the first 
instance to include the “ J ” Joint Line figures, and. 
later -on, to exclude the “ J ” Joint Line figures, 
and that I think had the approval of yourself and 
your colleagues, and is the basis upon which we have 
all proceeded, and therefore, as I say, in Folio I of 
“ R.T. 2a ” and the other books, when we set out 
the net income as per account No. 8 of the published 
accounts, we included income derived from the “ J ” 
Joint Lines with a note that when we came to deal 



353 



PROCEEDINGS OF THE EAILWAY RATES TRIBUNAL. 



16 March, 1925.] 



[' Continued . 



with a year later on, we would have to deduct the 
revenue for the “ J ” Joint Lines, because that 
would be found under another tariff, namely, the 
schedule of charges which you are going to adjust 
for that company; but it seemed the only workable 
method on which to proceed. We really in effect 
exclude it in a question with the traders by bringing 
it in with other sources of revenue; that is the way 
in which it works out practically. Having made that- 
preamble, may I just refer to what you have said in 
your decision on the 31st July last on this subject. 
Perhaps I might read first of all from page 323, 
where you -are dealing with the words “ annual net 
revenue,” -and you say this : “We do not dissent 
from the method employed by the railway companies 
by items No. 1 and No. 2 in the first folio of R.T. 2’a 
to R.T. 5a of ascertaining so much of the annual 
net revenues referred to as represents the aggregate 
net revenues in the year 1913 of the constituent and 
subsidiary companies, and we desire that the Inquiry 
should be continued upon these lines. No further 
definition of this term seems to be required.” Pray 
note that the method employed by the railway com- 
panies by Items 1 and 2 was to include the Joint 
Line revenues; that was made of course abundantly 
clear at the time. That method was so clearly accepted 
-as the proper way of going about it that I think you 
will find no cross-examination on that at all, and 
you therefore gave your approval to it, at least you 
found nothing in it to find fault with. Then may 
1 ask you, Sir, next to look at the paragraph on page 
326 in the right-hand column, where you say this : 
“ It should not overlooked that provision is made in 
1 Account No. 4 ’ for 1 subscriptions to other com- 
panies.’ Loans to other railways (excluding the case 
of ‘ J ’ Joint Lines) might similarly be in the nature 
of subscriptions under statutory authority to other 
companies or temporary investments which could not 
be treated as ‘ expenditure on capital account.’ The 
expenditure on capital account includes advances for 
capital purposes to a 1 J ’ Joint Line, where the net 
revenue of that line, or a share of it, is brought into 
the account of the company making the advance.” 
I take it, therefore, that what was in your mind was 
that this expenditure made by the parent companies 
for the purpose of their' “ J ” Joint Lines in which 
they were interested was to be treated as capital 
expenditure of the parent company for the purposes 
of the present Inquiry. The fact which the Minister 
has certified is that interest was paid upon those 
sums as part of the -allowance made, and when you 
turn to the railway account, that is to say , the forms 
under the Act of 1911, you will find the item- which 
you have in mind was in Account No. 4. This is^: 
“ Receipts and expenditure on Capital Account, 
and you will find there the first group of items relate 
to “ Expenditure on lines open for traffic,” “ Lines 
not open for traffic,” “ Lines leased,” “Lines jointly 
owned,” “ Lines jointly leased,” -and so on. Then 
away down at the bottom of that you will find a 
different item: “ Subscriptions to other Companies 
(For details see Table 4a.),” and then 4a. gives you 
the details of subscriptions to other companies, but 
the expenditure on lines jointly owned, or jointly 
leased, is treated as expenditure on capital account 
of the parent company, -and that is just what you 
draw attention to in the course of you-r Judgment at 
page 336. Therefore we submit that these figures 
which are given in each ease by the Minister, on the 
second page of his tables, properly come into- account 
for the purpose of compiling the sums on which 
5 per cent, is to be given under -Section 58. (1) (a). 
In so proceeding I cannot see that we -are doing any- 
thing which could -have -an unjust -result.. We are- 
pursuing -precisely the method upon which these 
accounts have been compiled from the outset, and I 
submit that you should give your approval to it. 
I do not know whether my learned friend, Mr. 
’Wrottesley, has any observation to make upon this 
point. He does not seem to be able- to find -a-ny fault 
with what I have said upon this topic, hut if there is 
any criticism to make I shall await it and) endeavour 



to deal with it, but for the moment it seems that wo 
have proceeded rightly here as we have from the 
beginning in including in our Schedule O. the “ J ” 
J oint Lin© figures, and that has the advantage of 
corresponding with the fact -that these figures have 
formed the basis, or are included at least in the -basis, 
upon which allowance was given by the Minister 
during the period of Government control, and there- 
fore it seems from every point of view proper that 
you should include them in your final fixing of the 
sum on which 5 per cent, is to be allowed under 
Section 58 (1) (a). 

Now 1 think 1 have covered all the ground which 
it is necessary to go over. I had hoped that your 
task might have been even simpler in dealing with 
Section 58 (1) (a-), because I think we have all rather 
assumed that we would simply receive a- statement- 
from the Minister upon which nothing more need be 
said, and that we then, had merely to do a sum in 
arithmetic, but as so often happens when you come 
to examine the problem, it is not absolutely so 
straightforward as that. I -have picked out, to the 
best of my ability, all the topics upon which you 
would wish information, and which have occurred to 
us as properly to place before you before you put 
the seal of your Tribunal upon the figure. The 
points are not many, as you see, and there are con- 
cessions which I have given to-day by which I' think 
your task becomes much simplified, and I rather hope 
that before we part to-day you will bo in a position 
practically to place your seal upon the figure which 
is to be in this compartment, and we shall at least 
have got on© compartment of the case complete and 
finally finished. I would now invite my learned friend 
Mr. Wrottesley to make -any observations he wishes 
to make upon these topics, or to state any other 
criticisms or comments Which I may have overlooked, 
that he may wish to place before you. 

The President : Might Mr. Hurcomb make a state- 
ment before you begin, Mr. Wrottesley P 

Mr. Hsu-cotibb : I do not wish to interrupt 

Mr. Wrottesley, but I would like to say one thing 
which may save misapprehension if 1 state it now. 
Tt should ' not be inferred from what lias been said 
on helialf of the railway companies that in submitting 
the statement which shows the total figures of capital 
allowed to rank for interest under the railway agree- 
ments that the Minister lias decided any question 
of allocation as between railway -and dock, to use 
the example which was given, and I think if 1 might 
I would make clear what it is that the Minister has 
done. He has obtained from the companies the 
figures which they have allo-cate-d to the various head- 
ings of railway, dock, omnibus, canal, and so forth, 
and h-as' verified those as figures, and in his state- 
ment he has taken the allocation made by the con- 
stituent and subsidiary companies. There is only one 
exception to that : in one case the figures show an 
allocation which we are informed had been decided 
upon by the constituent company though it had not 
been -actually made in its own published accounts. 
I want to make it clear that tlie Minister has followed 
the allocation made by the companies of those sums 
verifying them 'by reference to their records. I think 
there can hardly be a question of divergence of view, 
because the Minister has not really ruled as to what 
]iis view is as to the way in which this expenditure 
should have been, or ought in future to be, allocated 
between one heading and another. That, of course, 
is a question which might have to be dealt with at 
some other time — I mean as to what should he dock 
and what should be railway, but for the present 
purposes the Minister lias followed the allocation of 
the companies and verified them, and the differences 
which arose on two of the companies were that we 
found that the original figures did not quite corre- 
spond with those allocations of the constituent and 
subsidiary company. That is the extent of the altera- 
tion we made, namely, to get them back after verifi- 
cation of them as figures, into the same divisions as 
were originally adopted by the companies themselves. 
I hope I have made that sufficiently clear to you, 
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Sir, and I think it right to mention it now in case 
misapprehension might arise hereafter. 

Mr. MacMillan : Might 1 just say on that, of 
course I accept all that Mr. Hurcomh lias said on 
behalf of the Minister. I think we might leave it at 
this, that those allocations of the sums into the 
different headings will not be treated by e’ther of us 
as being in any sense a final or considered view either 
of the railway companies or the Minister upon this 
matter. Those allocations are, I think, irrelevant 
to your present purpose, because I do not think any 
question arises on them here and now. Therefore, 
although they have been made and may be of some 
interest we shall leave this Tribunal on the basis that 
those are not to be founded upon either by the 
Minister against us or by us against the Minister; 
and the position will therefore be left intact. 

Mr. Ilnn-comb : I quite accept that. I merely 
intervened because I understood that the contrary 
had been said. 

Mr. MacMillan : I rather misunderstood my friend. 
I thought that these were to represent the consi iered 
view of the Minister, but I withdraw that now, and 
we shall leave it on the basis that they shall not be 
founded upon either way. 

Mr. Wrottesley : May it please you, Sir, the posi- 
tion of the users of the railways, for whom I appear, 
to some extent in this case is that first of all, there 
are one or two matters of machinery that I should 
like to raise — I think they are matters as to which 
the railways will be quite easily able to meet us — 
and then there are one or two points of piinciple 
arising on the matters dealt with by Mr. MacMillan 
in his address to the Tribunal to-day. 

As a matter of machinery may I say this : we 

think that we ought to have in some shape or form 
a reconciliation statement reconciling the original 
claim under Section 58 (1) ( a ) with the claim as it is 
new proposed to be put before the Tribunal. Thai 
we should desire amongst other reasons for the pur- 
poses of identification of items, whereas the Tribunal 
will remember that amounts under Section 58 (1) (b) 
and amounts under Section 58 (1) (c) are only to be 
g’ven in the event of their not being already covered 
in 58 (1) (a). Therefore, purely as a matter of 
machinery, I am going to ask that the railways should 
at a convenient moment to themselves give us a 
reconciliation statement for that purpose. I think 
it will be seen that that is not a controversial matter. 

Upon what I may term the more controversial 
matters, my learned fiiend has already met me more 
than half-way in regard to two of them. The first 
was the question of the Forth Bridge, and the other 
is this matter of the capitalised value of rent charges 
capitalised on a basis in the Pink Book. So fai 
as both those are concerned there is nothing left 
between us in principle, and there again all that 
is left is machinery. But I do ask, and I ask most 
emphatically on behalf of the users, that as you are 
going in effect to decide this point to-day you will 
not merely decide it but give effect to it to-day, 
and give effect to it by striking it out if necessary 
from the certificate, or, at any rate, from the amount 
which you pass. After all, you are not passing a 
certificate; you are passing an allowance, and in 
drawing up the allowance 1 am going to ask you to 
give effect to what is in effect to-day the view both 
of the railways and of the traders, and I am going 
to ask you not in any shape or form to postpone .that 
decision till a later time. 

The President : Must you have it done to-day? 

Mr. Wrottesley : No. I am asking you to give 
effect to it now. 

The President : I thought you said you would not 
brook any postponement at all? 

Mr. Wrottesley : No, Sir; I am not dealing with 
postponement, or anything of that kind. I am ask- 
ing you not to do what was suggested, namely, to 
pass the figure as it is submitted to you to-day in 
the Minister of Transport certificate, and to' post- 
pone to some later stage certain modifications which 
would result from your passing it to-day in that 



form. I aim suggesting to the Tribunal that you 
shall not do that, but that you shall take the alter- 
native offered to you by my learned friend Mr. 
MacMillan which would result in your disposing of 
the matter once and for all to-day, and in such a 
way that there will not be ever hereafter 
any further discussing of this matter. It is 
a matter which I understand the railways attach 
no particular importance to, and in those circum- 
stances as we do attach considerable importance 
to it as a practical matter I ask that the matter 
may be dealt with in that way by modifying the 
allowance you make under Section 58 (1) (a). 

The President : That will dispose of the Forth 
Bridge and the rent charges. 

Mr. Wrottesley : That will dispose of the Forth 
Bridge and the rent charges ; that is all that is 
between us on that point. 

That leaves two or three other matters, 
two of which have been dealt with by my 
learned friend, and one of which has not been 
dealt with by him. Perhaps it would be best that 
1 should deal first of all with the one which, as I 
understand it, my learned friend has not raised, to 
give him an opportunity of considering the matter, 
for it may very well be that either I may be on 
a false point, or it may be a point that has not 
been brought to his notice, and which he would be 
willing to deal with. The point is this : to use the 
words of the Act, when the interest was allowed by 
the Government under Section 58 (1) (a) upon a 
sum of capital expenditure, some of that capital 
expenditure taking place prior to 1913 and in respect 
of works which were brought into use in 1913, it was 
recognised by both parties, both the railways and 
the 'Government, that as a result of that in the 1913 
revenue there would be here and there found elements 
representing an earning by such works brought into 
use early or late in 1913. In fact, the Fishguard 
and Rosslare expenditure happens to be an instance 
of what I am asking the Tribunal to deal with, 
because if I remember right, it was indicated to us 
by Mr. Cope that that was a work where some of 
the expenditure was prior to 1913, and the work 
was brought into use in 1913. It is obvious 

with regard to a work of that kind that if 
it were brought into use in 1913 you will 
find in the accounts of the period of 1913 some 
earnings from that work. What we are endeavour- 
ing to arrive at throughout in this Section 58 is the 
1913 revenue adjusted where it ought to be adjusted, 
and therefore, as I submit, to the extent to which 
works were brought into use in 1913 (let us take the 
li 5 'pothetical case of works brought into use on the 
1st February, 1913) it would appear to be likely, and 
indeed almost certain, that the 1913 revenue will con- 
tain a considerable amount of revenue from that 
particular work. If you will turn, therefore, to 
Command Paper 1132 at the bottom of page 26, which 
deals with interest on capital expenditure, the last 
paragraph but one, you will see is : “ Agreement on 
this basis was eventualy reached, and clauses record- 
ing the arrangement agreed upon were incorporated 
in the Pink Book. The main features of the 
arrangement were as follows : (1) Interest to be 

allowed upon all sums properly chargeable to capital 
and actually so charged expended upon (a) works 
(including land) rolling stock and plant brought into 
use since the 31st December, 1912.” You will observe 
that would include works brought in during 1913. 
Then (2) is : “ Interest to be at the rate of 4 per 
cent, per annum for the whole period of control. 
(3) Interest to accrue from the date on which the 
works, efec., are brought into use before that date.” 
Now these are the words : “ Appropriate adjustments 
to be made in respect of the works being brought 
into use during the standard year 1913 which affect 
the net receipts during a portion of that year.” As 
you will observe, in some way the Government gives 
effect to that by adjusting the amount of interest, as 
I understand, and, I believe, following it out in the 
Pink Book, as far as I can understand it — it is very 
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difficult, long after the matter has taken place, to 
follow it — it appears to have heen done in this way, 
that the interest allowed on all work brought into use, 
let us say, on the 1st April was only in respect of 
the three months January, February and March. I 
am not quite clear about that, but as far as I can 
follow it, that appears to be the way in which that 
adjustment was made. If I am right in this the 
work in question instead of receiving the year’s 
interest only received less than three months’ or a 
quarter of a year’s interest. I am not sufficiently in 
the confidence of the Ministry of Transport to know 
whether, when they arrived at the capital expendi- 
ture forming the basis on which interest was allowed 
at the end of the period, they dealt with the matter 
purely as a matter- of accountancy and, if that is so, 
it may very well be if interest was only paid on a 
quarter of that expenditure no injustice has been 
done to the traders. If, on the other hand, finding 
an interest payment covering, let us say, only three 
months, because for the other nine months in 1913 
the work was fully remunerative, if instead of taking 
that work upon which an allowance of three months’ 
interest be made and not a year’s interest, they had 
gone to the work and looked, let us say, at some 
bridge or railway or dock and taken the whole of that 
calculation, then it will be seen that an injustice will 
have been done to the trader in this way, that the 
railways will be receiving in the 1913 receipts not 
merely the remuneration which the work in question 
was actually bringing in, but, in addition, by bring- 
ing in to this “ R.T. 5 ” amended and revised the 
whole of that expenditure they will be getting their 
remuneration twice over to that extent. It appears 
to me, as I say, that something of that kind was 
done; some adjustment of that kind was clearly 
imposed by the Government upon the railway, and 
I suggest it is exactly as equitable as those other 
matters which are alluded to by my friend Mr. 
MacMillan, that there should be a corresponding 
adjustment made in favour of the trader here. 
Otherwise, as I understand it, there will inevitably 
be a double remuneration. I do not know whether 
I have made my point clear to my opponents or to 
the Tribunal, but that is all I have to say upon 
that point. 

Before I pass from it, may I just say this, as a 
matter of principle, and to this extent I am in agree- 
ment with mv friend, Mr. MacMillan: I do not attach 
the same sanctity to the Certificate of the Minister 
of Transport that he does. I hope I am not lacking 
in proper respect for departments like the Ministry 
of Transport, which govern us, doubtless, for our good, 
but I do suggest to this Court that they are bound 
and certainly entitled, if not bound, to see that what 
is covered in the Certificate is, in fact, capital 
expenditure. Those are the words in the Act of Par- 
liament, and it is that and nothing more that you are 
bound to give. It appears to me that some of these 
difficulties, which my friend, Mr. MacMillan, drew at- 
tention to this morning, disappear if we are not tied 
hand and foot to the Certificate which has been given 
in the circumstances in which it has been given by 
the Ministry of Transport. It is certainly the privi- 
lege, if not the duty, of this Tribunal to see that, 
in fact, expenditure is capital expenditure, and to 
see that it was, in fact, expended, and, as I submit, 
expended by the companies referred to in the govern- 
ing part of the section, namely, a constituent or a 
subsidiary company. Then it is also, in my submis- 
sion, for this Tribunal to see that such capital 
expenditure forms the basis of interest paid. Every 
one of these matters, in my submission, are in the 
province of this Tribunal, and it is because they are 
within the province of this Tribunal that I submit 
the Tribunal will have no difficulty in acceding to 
my original request, or rather my second request this 
morning, of dealing with matters here to-day, and 
in the allowance under Section 58 (1) (a) I submit 
you are not in any sense bound by the Certificate 
except as a matter of figures or as a matter of cal- 
culation. Tf you find that the Minister of Transport 



has proceeded upon a misapprehension in any matter, 
be it upon a question of rent charges or be it upon 
a question of, let us say, payments by the Fishguard 
and Rosslare Company, or be it upon such other 
matters as were alluded to by my learned friend, in 
all of those cases, in my submission, it is entirely 
within the province of this Tribunal to deal with 
them. 

I have dealt now with the only matter as to 
which my learned friend, Mr. MacMillan, had not 
already made his suggestion to the Tribunal. Then 
there are two matters from which I can pass, because 
they are agreed, and that leaves the only other 
matter of importance, I think, to deal with, the 
case of the Fishguard and Rosslare Company. I 
listened with great attention to the account of the 
transaction as given by my friend, Mr. MacMillan, 
but there is one matter which perhaps he or those 
who instruct him will enlighten us upon, and it is 
this : in the inquiry which! wais heM when this 

matter was dealt with, we clearly understood from 
Mr. Cope, who dealt with this matter in the proceed- 
ings at Question 2034, that the Stock had not been 
issued, and before I make my submission I should 
very much like to know whether we are still in that 
oosition. You will find this at page 120: “We 
have found the money for the Fishguard Company 
under our powers, and we have not yet received 
Stock for it, and until that day comes we shall not 
charge it as capital expenditure.” I should like 
to know, in order to make my submissions upon 
this matter to the Tribunal, whether that is the 
position to-day. 

Mr. MacMillan : I believe it is, but I think the 
more satisfactory course would be that you should 
have the proper assurance through a witness on the 
matter. We decided to discuss the general ques- 
tions here, calling evidence on any matters of detail. 

Mr. Wrottesley. lit is only to simplify my sub- 
mission. 

It appears to me that a very important matter 
ol principle will arise on that matter alone, and 
for tnis reason : I had been sufficiently industrious 
to endeavour to track out the history of this Fish- 
guard and Rosslare Harbour undertaking, so far 
as. it can be tracked out through the Acts of Parlia- 
ment which have been alluded to, and I was struck 
by that upon which so much stress was 1 laid by my 
friend — the fact that these railways are apparently 
directed by the Act of Parliament, if they subscribe 
to the capital of the Harbour Company, if I may 
call it so, that they are never to alienate that 
capital. Of course, it is also to he observed, and I 
think my friend will agree with me here, that that 
is not the only way in which this railway company 
was enabled to assist this Harbour Company. They 
were '.allowed to> do three things so far as I can find 
in each case : they were allowed to subscribe for 
inalienable shares or stock; they were enable to sub- 
scribe for debenture stock, also inalienable ; hut there 
was a third course which was always left open to 
them, and that was to advance the money if they 
chose upon mortgage. I do not know whether there 
has been any mortgage in this case, but it does 
appear that it is that last course thiat has been 
taken, and that tfhe Harbour Company hals been 
financed practically by means of loans. If that is 
the way in which they have heen financed, and if no 
stock has been issued, the position, asi I understand 
it, is that it is quite possible for all that money 
to he repaid by the Harbour undertaking to the 
Great Western Railway and thereby that capital will 
he refunded; and if you regard it as capital ex- 
penditure it will be wiped out. So far as I cam 
understand it, there will he nothing whatever to 
prevent the Great Western Railway Company having 
been put into that position by tbe return of the 
money from distributing the whole of it hv means of 
dividends, or in any other way they please. 

Mr. MacMillan: Might I make a suggestion to 
Mr. Wrottesley for the benefit of us all. My friend 
is proceeding upon a certain hypothesis; if that 
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hypothesis is not well founded, my friend’s argument 
is otiose, and therefore it might be better to postpone 
this until we have heard what the facts are. In 
point of fact lit has all been issued and none of it 
is mortgaged ; therefore it would be rather otiose for 
you to argue on that assumption. 

Mr. Wrottesley : That is why I asked. Then there 
lias been an issue since Mr. Cope’s evidence? 

Mr. MacMillan : Yes ; it is in the Great Western’s 
accounts. I did not like to say it myself without 
verifying it; it is not my own knowledge. 

Mr. Wrottesley : It has been issued since; it is 
debenture stock? 

Mr. MacMillan : I did not want to state it, because 
I do not know it of my own knowledge; I am there- 



fore going to take it through a witness. 

President : Would it be worth while your putting 
the witness in the box now and treating this as a 
sort of separate issue? 

Mr. Wrottesley: It might shorten matters con- 
siderably if I knew exactly what I had to meet. 

Mr. MacMillan: An adjournment at this moment 
might be convenient. 

President : If we adjourn till 2 o’clock, would that 
be sufficient time? 

Mr MacMillan : I think so. 

President, : Then I think you could put your 

witness in, and if it suited Mr. Wrottesley we could 
treat this as a sort of distinct issue. 

Mr MacMillan: If you please, Sir; that will be 
convenient. 



( After a short adjournment.) 



Mr. Wrottesley : Before the Tribunal proceed to 
hear the evidence, will you allow me, Sir, to complete 
the argument which I was ‘addressing to you before 
the adjournment on the question of works which 
came into use in the year 1913? In my submission 
upon that point I ‘had intended to read a passage 
from the proceedings which I think very well illus- 
trates the point wihch I was endeavouring to raise. 

President: Might I just say this at this stage: 
We alluded to the holding of the inquiry on Tuesday 
rather than Monday of next week. It is a matter 
which I have been considering, and representations 
have been made that it might be highly inconvenient 
to some of the parties interested here if the date of 
Tuesday next was adhered to; and, therefore, I wish 
to say that the Tribunal, at some inconvenience to 
themselves, have now oome to the conclusion, in order 
to meet the convenience of the parties, that they will 
sit on Monday. 

Mr. MacMillan: I am sure, Sir, that we are 

greatly indebted to you for your indulgence. It did 
so happen that in consequence of business elsewhere, 
a great number of the parties before you were 
engaged on Tuesday, and we had made' arrangements 
for Monday. I regret exceedingly that it causes any 
inconvenience to the Tribunal, and I am ure we 
appreciate very much their kindnes in ‘adhering to 
the original date. 

President: Very well. Now, Mr. Wrottesley. 

Mr. Wrottesley : It was in developing my last 
point that I was making the submission that there 
may well be capital included in the Ministry’s 
certificate, notwithstanding the fact that that capital, 
or some portion of it, was already remunerated in 
the 1913 receipts. The Tribunal will remember that 
that was the point that I was endeavouring to make, 
and I find that in point of fact it is fully dealt 
with on page 270 of the proceedings, when my 
learned friend, Mr. MacMillan (the Lord Advocate, 
as he then was), was taking the point with the 
Ministry’s Accountant. Mr. William Valentine Wood. 
Tt is. question No. 4918, on page 270, in the first 
column on the page, and the Lord Advocate there 
says : “ Yes. I should not try to argue those. But 
1 will ask one question about that matter of the 
capital payments in respect of items which came 
into use in the year 1913 ” ; and then he said to the 
witness: “ I understand that where work had come 
into use and had begun to yield revenue you did not 
always give full capital recognition to the item in 
interest, because it was being reflected to some 



extent in earnings; is that right? — Yes. The 

interest ran from the date the work was brought 
into use in 1913.” That is wrong, as a matter of 
fact. That statement by Mr. Wood is exactly the 
wrong way round, and he reverses it in a subsequent 
question, to which I will draw the attention of the 
Tribun al. 

President: Is it Question 5056? 

Mr. Wrottesley : Yes, Sir, that is so. Then ‘he goes 
on, and I want to ask the Tribunal, if they will, to 
follow a question or two down. Question 4919 is: 
!< Yes, I follow. It is a little complex to follow, 
but so far as you have ‘hitherto been considering: 






your attention on the fact that it is the capital 
expenditure forming the basis which you are in search 
°'f f“(A) Yes. (Q) It does not say anything about 
the basis upon which compensatory revenue was 
given to the railway companies ; it simply says ‘ final 
capital expenditure,’ does it not?— (A) That is so, 
( Q ). What I am after really is that there is no pro- 
vision made for splitting up the capital expenditure 
in relation to the fact that the works upon which that 
capital expenditure was made were brought into 
use in part in 1913?— (A) No. (Q) No such provision is 
made? (A) No.” That exactly illustrates, if I may 
say so, the point which I was endeavouring 
to. make this morning, that in so far as the 
Minister’s certificate is concerned, he has brought 
the whole of such capital into his certificate, and he 
has not made in favour of the trader the adjustment 
which those who acted for the Government made in 
favour of the Government, by reason of the fact that 
any work which you choose to take, which was 
•brought into use in 1913, say, on the 1st of April of 
that vear, earned some revenue from the 1st of April 
till the end of the year. My submission is that, 
having regard to the words of the Act, there ought 
to be some adjustment made, and that the whole" of 
that capital ought not to be brought in for the pur- 
poses of receiving 5 per cent., because if you bring 
in the whole of the capital revenue you add that 
o per cent, remuneration on to the remuneration 
whicli it was earning in 1913, and in that way you 
get double remuneration. I desired to draw atten- 
tion to that passage, because it occurred to me that 
the matter was there put in the clearest possible way 
by my learned friend. Mr. MacMillan, and in my 
submission, the fact that that certificate does not 
contain any provision for splitting is a defect in the 
certificate which defect I am going to ask. the 
Tribunal to rectify. That completes my submission 
upon that point. 



Mr. Ralph Cope recalled. 
Examined by Mr, Bkuce Thomas. 



The President : Mr. Cope lias already been sworn. 
I think; he was sworn on the previous occasion. 

Mr. Bruce Thomas: Yes, Sir; I think that is so. 
5139. Will you tell the Court what has been the 
total subscription of the Great Western Railway 



Company to the capital expended on the Fishguard 
and Rosslare undertaking on the English side, in- 
cluding, I think, the steamboats? Is it £1,515,494? 
—I think it is £1,525,494. 
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5140. If you will take your Account No. 4 (a), you 
will see it? — Yes, that is right. 

5141. The items are given there; first of all, 
£794,500? — Yes, I have it. 

5142. Hare you got before you the Great Western 
Company’s Accounts for 1924? — Yes. 

5143. Will you look at Account No. 4 (a)? There 
are three items there? — Yes, that is right. 

5144. Will you just tell us what those three items 
are?— £794,500; £220,994 and £500,000. The 
security which we held for the first sum is 3J per 
cent. Guaranteed Debenture Stock. The next item, 
£220,994, is represented by new 3J per cent. Prefer- 
ence Stock, 1914; and the third sum is represented 
by 31 per cent. Guaranteed Ordinary Shares. 

5145. Making a total of £1,515,494? — Yes, that is 
right. 

5146. And all that is in respect of works cu the 
English side, and on steamboats, Is it not? — Yes. 

5147. The sum with which we aa'e concerned, 
namely, £355,306, is part of that total of £1,515,494, 
which you have just referred to, is it not? — Ses. 

5148. And in respect of the whole of that sub- 
scription, you hold stock of the Fishguard Company 
as described in Account No. 4 (a) ? — That is so. 

5149. My learned friend Mr. MacMillan told the 
Court this morning the arrangements between the 
Great Western Railway Company and the Rosslare 
Company. In respect of the stock that the Great 
Western Railway Company holds of the Rosslare 
Company, is the interest upon it brought into your 
No. 8 Account, which is called “ Revenue, receipts 
and expenditure of the whole undertaking”? — Yes. 

5150. Will you just refer to that? — In the year 
1924, do you mean? 

5151 . I have got the accounts for the year 1924 
before me, yes. — You will find that under the heading 
of “ Interest and dividends from investments in other 
companies,” there is the item of “ Fishguard and 
Rosslare Railways and Harbours Company. 
£49,174 17s. lid.” 

5152. Then I think in No. 9 Account, “ Appropria- 
tion of net revenue,” the interest is taken out again, 
is it not? — Yes, but not the same figure; it is in- 
creased by the Secretarial expenses. You will find 
it under the heading; “ Rents of leased and worked 
lines and guaranteed interest,” and the item is 
“ Fishguard and Rosslare Railways and Harbours, 
£49,301 14s. 5d.” 

5153. And in that figure there is included the 
figure which is referred to in Account No. 8? — Yes. 

5154. The difference being made up as you have 
just stated? — Yes. 

5155. The sum upon which you claim the 5 per cent, 
was found by the Great Western Railway Company ? 
—Yes. 

5156. And it was expenditure upon which the 
Government allowed interest during the period of 
Government control? — Yes. 

5157. Are the works upon which .that money was 
expended revenue-producing works, which fall into 
the revenue of the Great Western Railway Company? 
— Yes. 

5158. When, at a later stage of this account, you 
have to bring into account the revenue from other 
sources, will the interest upon this stock be brought 
in?— Yes. 

President: Is it Debenture Stock? — The Witness 
has not said so. 

Witness : It is all the Stocks. 

Mr. MacMillan : It is the ordinary stock. 

Mr. Bruce Thomas : No, I am referring to the 
Rosslare Stock, now. 

Mr. Locket: It is some Debentures, some Pre- 
ference Stock, and some Ordinary Stock? 

Mr. Bruce Thomas: It is the three classes of stock 
which are shown in account No. 4 (a). 

Witness: Yes, that is so; it is the whole of the 
four classes. 

5159. Mr. Locket: It is all 3J per cent., is it? — 
Yes. 



5160. Mr. Bruce Thomas: There are three classes 
of stock, and at a later stage in the account the in- 
terest on all those three classes of stock (that is to 
say, the interest on Debenture Stock and Preference 
Stock and the Ordinary Shares) will be brought into 
account as other sources of revenue? — Yes. 

5161 . And to that extent it will be in relief of the 
charges which the traders -will have to pay? — Yes, 
besides the earning power which is already there. 

5168. The total profits from the undertaking on 
the English side, including the steamships, will also 
come in as a source of revenue? — Yes, in the ordinary 
account, in the ancillary businesses, probably. Partly 
in the railway, and partly in the ancillary busi- 
nesses. 

'5163. But whether it comes in under one heading, 
or whether it comes in under the other, it will go to 
reduce the amount which will have to be provided by 
the charges which are fixed by the Tribunal? Yes. 

5164. That, and the interest on the stocks? — Yes. 

5165. Now, what will be the effect if no allowance 
is given to the company for this money under Section 
58 (1) (n )? — It will never be remunerated, and the 
trader will get the benefit of the earning power of 
that money in reduction of his rates. 

5166. President: Will it be remunerated to the 
extent of 3] per cent, in any event? — No — well, I do 
not know — no, if it is right that it is properly in- 
cluded under 58 (1) (a), then we get 5 per cent, on it. 

5167. Say, for the sake of argument, that we do 
not do anything? — No, it will not be remunerated. 

5168. Will you not get your 31 per cent, on the 
investments in the Fishguard and Rosslare Railway? 
—No. 

5169. You will not? — No. 

5170. Mr. Bruce Thomas: Just to carry that a 
step further, I want you to give the reason for that. 
At a later stage, you will have to bring in all your 
other sources of revenue? — Yes. 

5171. And the interest that you obtain upon those 
two classes of stock and upon all the shares, will 
come in as another source of revenue? — Yes. 

5172. President : They will get the remuneration, 
but it will come under another head? — It is cancelled. 

Mr. Bruce Thomas : It will go in relief of the 
charges which have been raised. It will go, so to 
speak, in relief of the trader. 

President : I only want to get the facts. 

5173. Mr. Bruce Thomas: If you please, Sir. (To 
the Witness) : That is so, is it not? — Yes, that is so. 

5174. And, therefore, if no allowance is made under 
under Section 58 (1) (a) will the Company get any 
allowance at all in repect of that expenditure? — No. 

5175. Mr. J epson : Let us deal for the moment with 
the capital expenditure on the English side by the 
Great Western Company before this amount of 
£355,000 came into view. How does that stand? Is 
this the position, that the £1,200,000, or a little over 
£1,000,000, previous capital expenditure is in the 
Great Western capital expenditure account, and tho 
revenue for 1913 will include the revenue on that 
£1,000,000, which was previously expended? — That 
is so, and that is the remuneration for that capital. 

5176. That is the remuneration? — Yes. 

5177. Then is the difference between that and this 
£355,000 this, that the £355,000 may not be fully 
represented in 1913? I am dealing now with the 
point which Mr. Wrottesley has made or suggested, 
namely, that the works, or part of the works came 
into operation early in 1913, and that therefore the 
1913 revenue must cover some of the remuneration 
of the capital of that £355,000. Leaving that out 
for a moment, if that was not the case, the £355,000 
from your point of view, does not get remunerated 
at all. Is that so? — Yes, that is so. 

5178. The receipts that come from that to-day go 
into the general revenue account of the- Great 
Western Railway Company? — Yes. 

5179. And the expenditure is in the expenditure 
of the Great Western Company? — Yes. 

5180. There is nowhere shown, is there, the actual 
result of the working of the Fishguard line on the 
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English side (that is to say, the Fishguard line and 
the steamboats), which is a Great Western obligation? 
It is not shown separately, is it? — No, there is no 
account which shows the revenue of the undertaking. 
It would be useless, and very costly to get out, and 
in any case, the Great Western Company guarantee 
the dividends and the interest upon the Stock whicli 
they hold. 

5181. Have you any idea as to whether the 3i per 
cent, that they now draw as their interest on their 
investments on the total amount is covered by the 
net earnings of the Fishguard undertaking on the 
English side plus the net earnings of the steamers ? — 
No, there is nothing to show at all as to whether that, 
money is earned or not, but whatever earnings are 
obtained by the Fishguard 'Company, they are in 
the Great Western account. The credits which were 
put into “ other sources of revenue ” for the interest 
which is technically received from the Fishguard 
Company are cancelled out by the payment in the 
No. 9 account, so that you can wipe those two out 
altogether, the credit and the debit. That leaves in 
the account the earnings of the Fishguard Company 
in respect of which we want remuneration on the 
capital. AVe ask for that. 

5182. That £49,301, which is brought in in the 
“ Proposed Appropriation of Net Income ” in the 
year 1924, is a short cut, really ; the Great Western 
Railway Company know the amount that they have 
guaranteed, and they put that into the fund, and 
then they draw the bulk of it out again in respect of 
their interest on their shares? — Yes, that is so. The 
difference between the two is the small amount of 
secretarial expenses which the Great Western Com- 
pany has to meet. It is practically Great Western, 
and we pay it out, or rather, we make a book entry 
crediting the Fishguard Company with the amount 
that we have to get, and then they simply credit us 
with it back again. 

5183. There is nothing to show what relationship 
that £49,301 which is paid out in that way bears to 
the net earnings of the undertaking? — No, there is 
nothing. We are made absolutely responsible for this 
side, and we have to give a guarantee for the 
dividends and interest on the stocks that we hold, 
and there is no point in getting out all the revenue, 
which would be an exceedingly costly matter; and 
therefore we simply pay to the Fishguard Company, 
in effect, the amount that we are responsible for, 
and they hand it back to us with the other hand, 
so that the one cancels the other. That leaves the 
net sum in the Railway Account of Ancillary Busi- 
nesses, of the earning power of the Fishguard 
Company, which will go to the trader if we do not 
get the remuneration on this capital. 

5184. Mr. Locket: They are merely book entries? — 
That is so. 

5185. In order that we may get it quite clearly 
into our heads, will you tell me this : Turning to 
Account No. 4 (a), what distinction do you draw 
between the investments in the Fishguard and 
Rosslare Railways and Harbours, and the investment 
in the London and North Eastern Railway, for 
example? I think this will clear it up; I think we 
shall see it, but I want your explanation of it? — We 
lent that money to the London and North Eastern 
Company for the construction of a line; they pay us 
3J per cent, on that stock, and it comes in as another 
source of revenue; but there is nothing in the Rail- 
way Account in respect of that investment, or in 
respect of the Fishguard Company. 

5186. I was just going to draw your attention to 
that. In Account No. 8 there is an item 

Cross-examined by 

5202. Do you mind taking the Great AVestern 
Railway Company’s accounts for 1924? — Yes, I 
have them. 

5203. In account No. 4 (a), to which allusion has 
been made, I see the words, “ 3J per cent, guaran- 
teed debenture stock ” in the last column? — Yes. 



•‘London and North Eastern Railway Company, 
£9,812 Its. 8d.”? — Yes. 

0187 Tiiere is no corresponding amount on the other 
siae in Account No. 9, in the way that there is 111 tne 
case of the Fishguard and Rosslare Railways? — That 
is so. That is the interest that the North Eastern 
Company give us on the money that we lent them. 

5188. In the one case you have invested money in 
a concern which brings in its own income, and you 
get the income expressed in the account, and in the 
other case you have to find the money to pay the 
income, and then you receive it back again? — Yes, 
and the earnings of that capital are in the Railway 
Account. That is the difference between that and 
the North Eastern Company. 

5189. I think I understand, but I want to get it 
clearly from you? — Yes. 

5190. Mr. MacMillan : You might, perhaps, correct 
one thing, Mr. Cope; the line was not the North 
Eastern, but it was the Great Central? — Yes, that is 
right. 

5191. And it was Great Ceutral stock which you got? 
— Yes, and the North Eastern Company are now the 
successors of the Great Central in that liability. It 
was in respect of the Banbury and Woodford Branch. 

5192. Mr. Locket : The amount of £49,000 odd, 
which is paid to the Fishguard and Rosslare Railways 
and Harbours comes out of the Great Western Rail- 
way Company’s general income, does it not? — Yes. 

5193. It is not derived from traffic which arises on 
the Fishguard and Rosslare Railway system? — In 
effect, no, because we do not get out the accounts of 
the Fishguard Company. 

5194. There are no separate accounts? — That is 
right. 

5195. President : The fact that you do not make 
any separate account would not determine whether 
it came out of the Fishguard and Rosslare Company ? 
— No, I agree that it would not. 

5196. Then we do not know whether it does or not ? 
— In effect it is a book entry. We credit the Fish- 
guard Company with the amount that we ought to 
receive on these stocks, and we bring that sum to 
the credit of “ other sources of revenue,” so that 
the one cancels the other. It would be practically 
the same thing if those two items were not there, 
except for the secretarial expenses. 

5197. Mr. Locket : Your 1913 revenue included the 
return on all money expended on the Fishguard 
Railway prior to this £356,000? — Yes. 

5198. Mr. Bruce Thomas : There is just one ques- 
tion that I forgot to ask you, Mr. Cope. I do not 
know whether you can tell us now, when the works 
represented by this £365,000 were brought into use ? 
— It was subsequent to 1913. I think there was a 
slight mistake made this morning. I have never 
said that some of the works for which that expendi- 
ture was incurred were brought into use in 1913, 
and I do not think you can refer me to any answer 
I have given in which I said that. 

5199. However, you have made an inquiry as to 
when the works were brought into use, and they 
were all brought in subsequently to 1913? — That is 
so. 

5200. Mr. Jepson : I suppose that if they had been 
brought into use in 1913 the Ministry of Transport 
would have adjusted the amount of the interest paid 
to the Great Western Railway Company for the year 
1913? — Yes, it is a question of fact entirely. 

5201. You did not have any such adjustments in 
regard to this Fishguard expenditure, did you ? — 
I believe not. That is my information. 

Mr. AVrotteslet. 

5204. Does that mean that it is guaranteed by the 
Fishguard and Rosslare Company ? — No, it is 
guaranteed by the Great Western Company. 

5205. Are you quite sure of that? — I think so; 
I am not sure. 
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5206. I think it means that it is guaranteed by 
some other company and not by the Fishguard and 
ltosslare Company. Is it not the Great Southern 
Company of Ireland? — It is a joint guarantee of 
the Great Western Company and the Great Southern 
Company. 

5207. A joint guarantee of the Great Western 
Company and the Great Southern Company of 
Ireland? — I think so, but the Great Western Com- 
pany’s guarantee is in respect of the capital ex- 
penditure on this side, and the guarantee of the 
Great Southern Company of Ireland is in respect of 
the other side. The Great Southern Company of 
Ireland did issue some stock, and there is a joint 
guarantee of the two companies in respect of that 
stock. 

5208. Mr. Jepson: Was not that arrangement 

contained in one of the agreements to which Mr. 
MacMillan referred, which was a statutory agree- 
ment? — Yes; it is a statutory agreement, yes. 

5209. Mr. Wrottesley : What you tell us is that 

the revenue from this undertaking, in so far 
as it consists of receipts on this side of the Irish 
Channel . — And in the steamboat services. 

5210. Yes, in so far as it consists of receipts on 
this side of the Irish Channel and from the steam- 
boat services, goes into the other sources of revenue 
of the Great Western Company? — It goes into the 
■ancillary businesses, or, rather, I should have that 
it goes partly in the railway and partly in ancillary 
businesses. 

5211. Dealing with the position of the Great} 
Western Company vis-a-vis the Fishguard and Ross- 
lare Company, the only interest which the Fish- 
guard and Rcsslare Company are entitled to exact 
is dj- per cent? — The Fishguard and Rosslare Com- 
pany are entitled to exact? 

5212. Yes. It is their stock, and you guarantee it? 
— Yes. 

5213. First of all, all that they can pay is 3J per 
cent. ? — Yes. 

^ 5214. And all that they can exact from you is 
that you should guarantee that 3J per cent.? — Yes, 
it is a guarantee of 81 per cent. 

5215. They cannot pay more than that to their 
shareholders ? — No. 

| 5216. With regard to that -3] per cent, which they 
have got to pay to those shareholders, and which, as 
you have told me you have to guarantee, do you 
bring it in as an expense, and are you going to 
bring it in, in future years, as an expense necessary 
to earn your revenue? — The guarantee? I do not 
follow. 

5217 . 'With regard to the 3] per cent, which the 
Company has to pay its shareholders and which you 
told me that you guarantee, are you going to bring 
that in as an expense? — As an expense in the Rail- 
way Account, do you mean? 

5218. I mean as an expense of the Great Western 
Railway Company, incurred in order to enable them to 
earn their revenue? — It will be charged in Account 
No. 9, and credited in Account No. 8, so that the 
one will cancel the other. 

5219. Just let us go by stages, if you do not 
mind P — Yes. 

5220. Are you going to charge that as an expense? 
— Yes; in Account No. 9 it will be charged as a 
payment out of- the net revenue. 

5221. At the rate of 3J per cent? — Yes, plus 
secretarial expenses. 

5222. Assuming that this money, instead of being 
invested in the Fishguard and Rosslare Company, was 
money invested in War Loan — do you follow me? — 
Yes. 

5223. Is there any distinction in principle between 
the two? — Yes, distinctly so, because the earning 
power of these works is in the railway ancillary busi- 
nesses revenue, whereas, if it was invested in War 
Loan, there would be no such thing. 

5224. It would be another source of revenue? — 
Yes, but you would not have two credits, namely, 



the interest on the money and the earning power of 
tire works, would you? 

5225. If you ask me questions you will very soon 
get me out of my depth, I am sure; and so, perhaps, 
you will answer my questions. In either event the 
earnings would appear in the other sources of 
revenue? — No; you get two in one case, and one in 
the other case. In the case of the War Loan you 
would get the interest in No. 8 Account, and in the 
case of the Fishguard and Rosslare Company you would 
get the interest in No. 8 Account and you would also 
get the earnings; you would get. the two credits 
there. 

5226. In the case of War Loan you would have to 
bring in, amongst the revenue from other sources, 
the interest which you received upon that money so 
invested in War Loan? — Yes, certainly. 

5227. I suggest to you that nothing different from 
that happens here, inasmuch as all that you have 
to do is to bring in the remuneration which you earn, 
and fix the form of the receipts? — Yes, except, that 
you have got the earnings. 

5228. The receipts, after the per cent, on the 
capital has been paid. It is the surplus, is it not? — 
No. 

5229. Do you say: No? — Yes, I did say: No. 

5230. The receipts which are, at any rate in theory, 
received by the Fishguard and Rosslare Company, 
and the receipts upon which that 3J per cent, is a 
first charge, are partly receipts from steamships and 
partly receipts from railway rates? — Yes. 

5231. In so far as they are receipts from steam- 
ships, or earnings from steamships — whether freights 
or passenger fares or what — they are not subject to 
this Tribunal? — No; they are an ancillary business. 

5232. In so far as they are railway rates or fares, 
they are the subject, are they not, of Section 33 of 
the Railways Act of 1921 ? It is the case of a rail- 
way company other than an amalgamated company, 
is it not? — Yes; if they are not an amalgamated 
company, that would be so. 

5233. You know as much about it as I do, and 
possibly more. They are not an amalgamated com- 
pany, are they? — They are not scheduled. 

5234. So that when their rates and fares have to 
be fixed, they will have to be fixed as a result of 
some inquiry or proceeding under Section 33 of the 
Railways Act of 1921 ? — This is rather out of my 
province. I am dealing with the figures. 

5235. I do not want to embarrass you, but it is 
obvious, is it not ? It is an amalgamated company, 
and, therefore, the Rates Tribunal would apply to 
it the schedule of charges that they thought most 
appropriate, modifying it if they pleased? 

Mr. MacMillan : The difficulty is that it is partly 
in Ireland, and I do not think that the Tribunal 
would have jurisdiction to deal with that. 

Mr. Wrottesley : That may he, hut I suggest that 
that is not. a reason for treating it as if it were not 
an amalgamated company. 

Mr. MacMillan : It may be a reason for not 

dealing with it under Section 33 of the Railways Act. 

Mr. Wrottesley: At some time or another rates 
have to be fixed, and you know of no other way of 
dealing with it, do you? — I think there are through 
bookings between the Fishguard and Rosslare Com- 
pany, the Irish Company and the Great Western 
Company, and I do not know that there will ever 
be any reason to fix fares on the railway. They 
must be through rates. 

5236. There are very obvious difficulties about this 
or any other Tribunal fixing through fares between 
here and a town in Ireland, are there not? — 
Possibly ; but I think you are taking me into legal 
questions, rather than questions of fact. 

5237. I am dealing with you as a witness who 
has been called upon this matter, and possibly the 
only witness that I shall have an opportunity of 
cross-examining; and I am giving you an oppor- 
tunity of telling me if I am wrong in any of my 
assumptions. The position is that we are here 
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dealing witli a revenue of the Great Western Rail- 
way Company? — Yes. 

6238. A revenue arrived at either by means of 
railway rates and charges or other sources of 
revenue? -It was from ancillary businesses. 

3289. Do you suggest that this is an ancillary 
business? — I do. Partly in steamboats, and partly 
in railway. 

5240. And clearly, therefore, it is not the rates 
•that we are trying to fix at the moment. It is not 
the rates which depend on the standard revenue? — 
It may be it is not. Neither are the docks. May 
I say that if capital had been expended on the docks 
during the period of control, the Minister of Trans- 
port would have allowed 5 per cent, on that, and 
it would have been properly included in our claim. 

6241. I understand that these stocks, if you take 
Preference, Ordinary or Debenture Stocks, have all 
been issued since the last Inquiry? — Not the whole 
of the £355,000, but some part of it; that part which 
had not been issued. 

5242. £136,000 had been issued before, and there 
was £200,000 outstanding? — £220,000, I think it 
was. 

6243. That £220,000 has now been, issued? — Yes; 
last autumn. 

6244. Which form has it taken? — Preference Slock. 
It is new 3J per cent. Preference stock, and you will 
see it in Account No. 4 ( a ) in the accounts for the 
year 1924. The amount is £220,994. 

5245. The phrase that jou used, at page 120 of the 

former proceedings, was: “There was more than 

£100,000 of it found before 1913; there was about 
£200,000 of it.” Did you mean that it had not only 
been found, but that shares had been issued in respect 
of it? — Do you mind telling me which question it was? 

5246. It is page 120, question No. 2032 and 
onwards. It is clear that what you suggested was 
that the money was spent? — What I meant by that 
answer was that the Great Western Company had 
advanced money before 1913. 

5247. Exactly. — I do not think I then had in mind 
that they had had stock for it, but I think they had. 

5248. You think that they had, now, do you ? — Yes. 

5249. Mr. Locket : At any rate, they have stock 
now? — Yes, they have stock now. 

5250. Mr. Wrottesley : Was the interest on that — 
I suppose it was 3J per cent.— charged in the 1913 
revenue?— If stock was issued for it, yes. 

5251. At the rate of 3J per cent? — Yes. You will 
see by the 1913 accounts that we held £766,500 of 3| 
per cent, guaranteed debenture stock, and £500,000 
of £10 guaranteed ordinary shares. 

6252. Was it in 1920 or 1921, or some time like 
that, that the railway applied for increased charging 
powers in respect of the Fishguard and Rosslare 
Harbour? — I really do not know. 

5253. And were you consulted when they applied 
for that increase?- — No, that would not be my 
business. 

5264. Would they not come to you to get out the 
accounts of the harbour undertaking? — I think not. 

5265. It is a fact, is it notj that they did apply, 
putting that part of their undertaking forward as a 
separate undertaking?— I really do not know. 

5256. And they obtained an order, did they not? — 
I cannot tell you; I do not know. 

5257. Was the figure which you gave me just now, 
for 3J per cent, debenture stock issued in 1913, the 
figure of £760,000?— £766,500. 

5258. Where is the figure then? Is that debetnure 
stock ? — Yes. 

5259. The figure is £794,500 in the 1924 accounts? 
Yes. 

6260. Has there 'been some more since then?—- 
Some time since 1913; I think -.it was in 1914, hut I 
am not sure that we had a little more of the deben- 
ture stock. 

5261. What I am putting to you is that even now 
in 1924: the figure has ony gone up to £794,500? - 
Well, what does that matter? 



5262. There has not been £130,000 or such a figure 
issued, but a much smaller sum? — You might have 
had some of it issued before 1913. 

6263. We are only trying to get the facts if you 
have them thea-e. I understand, that you are familiar 
with this transaction; whiat did take place? — 
Previous to 1913 as we advanced the money so we 
got the stock. If we did advance money pre-1913 
we should have got the stock almost immediately. 
Probably in 1914 we got the stock immediately; then 
when this work was carried out we did not take 
the stock until this last year, 1924. We simply 
advanced the money and only took the stock in 1924, 
but there is no point- in that, I think. 

5264. The expenditure to which you are alluding 
is recent expenditure. Has that been dealt with not 
merely by the issue of guaranteed debenture stock, 
but also by the issue of preference stock and 
guaranteed ordinary shares? — Where do you get the 
guaranteed ordinary share®? 

52-65. Still on your 1924 accounts? — The whole of 
the expenditure you are referring to now — not the 
£355,000? 

5266. Yes, the whole of it, first of all? — It has been 
found in the three classes of stock. 

5267. Now with regard to the £355,000, where is 
that ? What are the equivalent investments in 
existence — securities representing that sum of 
money ? — I think the major part of it is in the new 
3} per cent, preference stock — -that is £220,000 — and 
probably the £130,000 is in debenture stock. 

5268. -But there was already charged in the 1913 
accounts a large proportion of that, and the interest 
on that appeared as an expense in that year? — Yes, 
and the credits as well. 

5269. Your railway company entered into an agree- 
ment with the Eishguard and Rosslare Company and 
with the Great -Southern of Ireland Company on the 
14th February, 1003, an agreement that was 
scheduled to an Act of Parliament of that year ? — To 
the Act of 1903, yes. 

6270. By -Clause 3 of that agreement it was pro- 
vided that the Eishguard Company, if required by 
your Company, should issue to you, as soon as the 
F ish-guard Company could, paid-up guaranteed 
ordinary shares ; have you got that agreement before 
you ?— No, I have not got it before me, but I think 
you are probably right. 

5271. It is not a question of whether you think I 
am probabty right; I want to ask you a question 
upon it?— I have not it before me, and I cannot say. 

5272. I want you to look particularly at Clause 3 
■of that -agreement. (Document handed to Witness.) 
Tell me what “ guaranteed ordinary shares ” means 
in that context; by whom were they guaranteed? — 
The Great Western. 

5273. By the Great Western again, was it? — Yes 

5274. And they were to be in respect of the wliolr 
or of such portion as the Great Western Compan-. 
may require of the sums already advanced by the 
Great Western Company? — Yes. 

5275. In respect of the Fishguard undertaking on 
the English side? — Yes. 

5276. And also such further sums as the Great 

Western might be called upon to advance in respect 
of the sum on the English side, including steamboat 
service. Then there appear the words “ Up to the 
time when the Fishguard Company are in a position 
to issue their capital to the public”? — Well, there 
was always an embargo upon 

5277. One moment; have you followed those words f 
— Yes. 

5278. Of course, that is in an Act of Parliament. 
That indicates, does it not, that at some time the 
Fishguard Company were to be in a position to issue 
their capital to the public? — Well, it was never in- 
tended to do so with the Great Western; that was 
rather cover for the Great Southern. They die! issue 
stock to the public under a joint guarantee. 

52-79. Can you tell me liow Clause 3, which mentions 
the Great Western Railway Company and no other, 
can be cover for the Great Southern of Ireland Com- 
pany? — -Well, I do not know; I am not a lawyer. 
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5280. I do not think it requires a lawyer to answer 
that question. Just look. Surely that to you with 
your experience of accounting does indicate that 
eventually there is to be an issue of capital to the 
public? — ‘Well, it is not contemplated, and never was. 

5281. You say it never was contemplated? — I do 
not think so. 

5282. Can you tell me how such a clause ever got 
in ? — I do not know, I am sure, but it never has been 
contemplated that the Great Western Company 
should do other than hold the stock and guarantee it. 

5283. That is your explanation of that clause, but 
it is no explanation, in fact. — No, perhaps not. It 
was not in this in 1903, and I did not know that was 
there, as a. matter of fact; but the lawyers will pro- 
bably explain it. 

5284. We only find this out by industry, you know. 
You have no explanation to give me with regard to 
that? — No, I cannot give it to you. 

5285. If it were the fact that there ever were an 
issue to the public in respect of the whole of this 
Company the result would be that your Company 
would get back their capital? — Yes. 

5286. And that would be free capital which you 
would be at liberty to distribute to your shareholders? 
— No. Would it operate in that way? 

Mr. MacMillan : The fact of the matter is that we 
hold the entire stock and we cannot part with any 
of it, and therefore the type of transaction that my 
learned friend is referring to cannot occur. 

Mr. Wrottesley : That is the whole difficulty. 

When you drew attention to the fact, which I was 
very much impressed by, that you could not alienate 
the stock, I wanted to see how that could be married 
up with the clause I have just read, which clearly 
indicates the intention on the part of Parliament, or 
the will on the part of Parliament, that these things 
I am putting should be done. I want to see where 
it would lead if it were done. 

Mr. MacMillan : I think you put an interpretation 
upon it with which I do not personally agree. 

President : Is there any express prohibition in any 
Act against your parting with it? 

Mr. Wrottesley : They may not alienate. 

5287. Is there any provision that they should not 
cancel this stock? — I do not think they can cancel it. 

5288. If you got paid pound for pound as a result 

of an issue to the public in accordance with the pro- 
visions of that agreement scheduled to the Act of 
P arliament 

President : Who is the person in your mind at the 
moment paying for it? 

Mr. Wrottesley : The Fishguard and Rosslare 

Company. 

5289. Anyhow, so far as debenture stock is con- 
cerned, what is the objection to paying that off by 
means of an issue to the public in accordance with 
that arrangement, and what would happen under 

Gi’oss-examined by 

5301. 1 should like to ask Mr. Cope one or two 
questions. With regard to this £355,000 odd, do 
you agree that this should be cancelled out altogether 
from the accounts by the contra-entries ? — But it is 
cancelled out by the credit and the debit. 

5302. But in the way it stands in the accounts at 
the moment we have to bear the burden of that 
£365,000, do not we? — You have the revenue produced 
from it. 

5303. What would be the revenue; would it approxi- 
mate to the contra-item? — I do not know; the 
revenue is not ascertained. 

5304. As a layman it seems to me that there is a 
difference at any rate of 3J per cent, and 5 per cent, 
in the way this item is arranged ? — If it is properly 
included under 58 (1) (a) we then get 5 per cent, 
surely ? 

5305. That is the point, is it not — whether it should 
be properly included. Do you say that it should be 
properly included under this 58 (1) fa) ?— Yes cer- 
tainly I do. 



Section 58 (1) (b) in that event? — The Great 

Western Company would have to give credit for that 
capital in Section 58 (1) (6), and they would lose the 
money in that way. 

5290. Not if it were done in the year 1926? — Oh, 
yea, it would. 

5291. Or, to be on the safe side, in 1927? — I think 
you will find it would be. 

5292. That is your .answer — you think it would? — 
I think if such a thing could happen the Great 
Western Company would lose the money under Sec- 
tion 58 (1) (6), because it would have to give credit 
in the account for the credit in capital account and 
there would be no gain. 

5293. If you are wrong there you see the difficulty 
the traders are in, that they might have to pay 5 per 
cent, in respect of this capital to-day, whereas in 
fact it would he found by an appeal to the public 
later that you would be in a position to distribute 
this capital as dividend ; you see the difficulty ? — I 
do not follow you at all. They could not distribute 
this capital in dividend; it is impossible. 

5294. Do you now see why we are a little anxious 
to see what the position also of this undertaking is 
in the matter of rates, fares and charges, and things 
like steamboat services not within the province of 
this Tribunal at all? — Nor are the docks, nor any 
other ancillary business. 

Mr. Wrottesley : That may or may not be true, 
subject to qualifications, possibly. 

5295. Mr. Locket : You were satisfied, at any rate, 
when these agreements . were entered into to invest 
the money at 3J per cent. ? — Yes. 

5296. You are now asking to be allowed to receive 
5 per cent, upon it? 

President : In addition. 

5297. Mr. Locket : No, in substitution, I think, if 
Mr. Cope’s account of it is correct. (To the Wit- 
ness) : You mean in substitution ? — Whatever capital 
we raise under Section 58 (1) (a) would not affect 
the allowance that was given for that capital by the 
Act. 

5238. But it was raised in respect of an investment 
which was only to bring you in 3J per cent. ? — That 
may be so, but whenever the Government allowed us 
during control interest upon capital expenditure 
there was no relation to the price at which you issued 
the capital for it. It was an allowance on capital 
expenditure, not upon capital; it was an all-round 
allowance which was quite a different affair. 

6299. President : At that time you had not taken 
up any stock? — I think so, yes; I think you will 
find that we had in 1913. 

5300. In respect of the £355,000? — Yes, about 
£130,000 one way or the other. We have only had 
about. £220,000 this last time, so that leaves roughly 
£135,000 that we had previously. £220,994 was the 
figure that we had last year. 

Mr. Worball. 

5306. Quite apart from your other statement that 
it is a cancelling out entry ? — I say that the payment 
of the Great Western Company to the Fishguard Com- 
pany to give them the interest cancel one another. 

5307. But cancelling out really wipes it out 
altogether ? — It wipes out those two entries. 

5308. Are not there a quantity of other entries 
which might be taken to be cancelling out entries 
apart from this one item ? — What do you mean ? I 
do not follow. 

5309. Is it a rule that these kind of cancelling out 
entries appear in the accounts? — If you cancel, of 
course the entries would appear. 

5310. And therefore this is ready a sample of a 
quantity of other entries? — You say so. 

5311. It mlight tot up to millions with this system 
of cancelling out?— Well, I do not know of them. 

*5312. You could give other instances of cancelling 
out entries? — I do not know that I could 1 — I dare 
say. You cancel out if you charge the revenue on 
one thing and credit it with another. 
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5313. Therefore it might he against the interests 
of the public that these cancelling out entries should 
appear because of the interest? — If they cancel out 
it does. not affect them, does it? That is my idea of 
cancelling out. 

5314. Then if it does not affect the thing, why 
stand out for this particular entry? Why not say at 
once: “ We do not pass it ”? — But we are claiming 
that because you are getting the benefit of the earn- 
ing power of these works in the railway and 
ancillary docks accounts. 

5315. But you want to get 5 per cent? — Certainly. 

5316. If it is a cancelling out entry why claim 5 per 
cent. ? — Because the capital has been expended and 
tho earning power of those works is in the revenue 
account. 

5317. It means that it is a purely hypothetical 
entry and nothing else? — The two of them. are. 

5318. And so as a hypothetical entry it is im- 
properly charged 5 per cent. ? — I do not mean to say 
that at all. 

Mr. Wurrall: I know, hut that is my point. 

President : Thank you ; you have made it very 
nicely. Are you calling any other evidence, Mr. 
MacMillan ? 

Mr. MacMillan : No, because I can give my friend 
the answer to the question which he raised; it is not 
necessary to call a witness on it. In the figure of 
capital sums on which we are charging 5 per cent, 
under Section 58 (1) (a) there is included capital 
expenditure upon works, brought into use in 1913, 
irrespective of the time in 1913 when they were 
brought into use. You have the fact; that is so. I 
understand it has been known to the accountants 
behind us all the time that that is the way it is done. 

The other matter my learned friend referred to 
was the reconciliation statement. I think he is 
entitled to have information to enable him to see that 
the compartments (a) and (b) are mutually exclusive, 
the one of the other, and I do think that we need 
not really pursue topics of this sort in your presence. 
I should have thought that was obviously a matter 
for the accountants and respective parties to see each 
other upon, but what we can give you is this : we can 
give you items which, formerly in (a), are no longer 
in (a), and which have to some extent, but only to 
some extent, been transferred to (b). With regard 
to the exact items which are no longer in compart- 
ment (u.), which is the thing my friend wants to 
know, I take it, we are going to pretermit one or 
two items altogether, I understand, but in so far as 
they have been transferred from (a) to (b), we shall 
tell him what have been transferred and say that 
they are in compartment (b), and justify it if we can 
the next time we appear before you. I think that 
covers all that my learned friend spoke to. 

Mr. Wrottesley : I am afraid it does not, for this 
reason : What the users of the railway want is some 
sufficient description of the matters included under 

(a) to ensure that no matters in (a) again appear in 

(b) or (c). The Act of Parliament is drawn to make 
(b) and (c) exclusive of matters which would other- 
wise be there, but as they are in (a) they are not to 
appear in (b) or (c). I am sorry to appear ungracious 
but I think that is the least we are entitled to. 

Mr. MacMillan : You have already had the state- 
ment which is in the Appendix at page 167 of the 
proceedings, showing that (a.) and (b) are compiled 
so as to be. mutually exclusive of each other. We 
really caniiot do much more. We will tell you the 
d : fference we have made since this was compiled by 
the elimination of certain items from (a) and their 
partial transference to (b) : I think that fairly meets 
the position. 

Mr. Wrottesley : If the railways will supply us with 
the material that my learned friend lias referred to, 
we will see if that does meet our difficulties. If it 
docs, of course, that is an end of the matter; if it 
does not I must, I am afraid, ask the railways for 
more. I do not want to ask them to give us material 
which we may conceivably not want, but if they will 
give us what they have, if it is enough, we will say so. 



President ; I followed Mr. MacMillan’s assurance 
as closely as I could, and it seemed to me that it did 
not exactly cover all you want, but it may give you 
the means of ascertaining when you are in communi- 
cation with his advisers what you do want. At 
present we do not propose to make any order in that 
connection, but it will rest on the basis of Mr. Mac- 
Millan’s assurance, and your partial acceptance. 

Mr. Wrottesley. Might I before Mr. MacMillan 
sits down ask him another question. In dealing with 
this question this morning he dealt with a number 
of items which the railway advisers have come across 
and as to which they felt it was their duty, morally, 
to make concessions to the traders. If my friend can 
see his way to it, we should like very much to have 
an assurance from him that those are the only items 
of the kind that he has discovered. 

Mr. MacMillan : It is a very odd suggestion, in one 
way, to ask Counsel whether he has any other good 
points he might have made, and has not chosen to 
make, but I will tell my friend this, if he likes, that, 
so far as I am concerned, we have made a clean breast 
of it; that is to say, that all the points which were 
in my instructions and all the points which occurred 
to me I have put before the Tribunal. More than 
that I cannot say. Somebody else might find other 
points ; I have given the Tribunal all the assistance 
T could with the information I possessed. 

Mr. Wrottesley : The reason I asked was, that it 
so happened that we had lighted on all these points, 
and my friend turned round to find out if I did know 
them before he gave them away, and I thought in 
those circumstances, having regard to .the atmosphere. 
I might ask my learned friend for that assurance. 

Mr. MacMillan: The only thing I would say by 
way of comment upon that is this : This is a very 
good illustration of the desirability of obeying the 
exhortation of the Tribunal that we should confer 
about these matters beforehand. We should 
then have known that these were all the points that 
were discovered, and as my friend has discovered no 
more and I have discovered no more, I think we may 
take it that there are probably no more. I do not 
know that that does not really conclude to-day’s 
proceedings. 

Mr. 'Wrottesley : I should like to make my submis- 
sion on Fishguard. That only leaves this one point 
to be dealt with, and in order that I might deal 
with that with a better knowledge of the facts, my 
friend Mr. MacMillan put the witness in the chair. 
The position, therefore, is this : that in fact shares 
have been issued now since the last Inquiry to cover 
the moneys advanced by the Great Western Railway 
Company to the Fishguard and Rosslare Company. 
That is the difference in the situation between to-day 
and the last occasion when we were before the 
Tribunal. That still leaves untouched this curious 
feature about this case, that under the agreement 
between all these three parties which is scheduled to 
the 1903 Act, which is before you, there appears to 
be the clearest possible contemplation on the part of 
the Great Western Company and the Great Southern 
of Ireland to the Great Western enabling them as and 
when they think fit (and as my friend Mr. MacMillan 
reminded us this morning, they have four Directors’ 
nominees on their own out of a total board of seven) 
to implement that agreement in this way : to cancel 
or pay off the capital which has temporarily at any 
rate, and only temporarily, as it would appear, been 
subscribed by the Great Western Railway Company 
to the Fishguard and Rosslare Company as and when 
the Fishguard and Rosslare Company see fit to go 
to the public to raise their money from the public. 
In that event, as I submit, exactly that would 
happen that I suggest might happen as I suggested 
to Mr. Cope. This money would have been a loan ; 
it would be treated ae a loan and repaid as such. 
It would be free moneys coming to the Great Western 
Railway Company which they would be at liberty 
to distribute or deal with that in any way they 
chose, very likely by new capital expenditure in 
respect of which they would come before this Tribunal 
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and ask for remuneration under the Section in that 
way, or in the other way by distributing it to their 
shareholders as dividends they would be getting again 
a double remuneration. That is a distinct risk which 
would appear on the face of the documents which 
my learned friend Mr. MacMillan has dealt with. 
Quite apart from that, as a matter of principle, I 
am going to ask the Tribunal to consider whether 
this is a case at all of capital expenditure by a 
subsidiary or constituent company. The facts are 
that it is in the form of an investment and has been 
done in that form doubtless for good reasons of the 
Great Western Railway Company for the purpose 
which seemed sufficient to the Great Western Rail- 
way Company at the time. The legal liability upon 
the capital so created is without question confined 
to the payment of 3| per cent. It is, therefore, an 
investment which can in no event produce more than 
31 per cent, regarded as such. It is perfectly true 
that if more money is made out of any of this par- 
ticular joint undertaking it will come and swell 
the other sources of revenue. In that it is no 
different from War Loan or stock, or any 
other investment. For that reason alone it 
seems to me, and I submit to the Tribunal 
that it is not a proper capital expenditure upon 
which any allowance ought to be made. It is com- 
plicated in this case by this fact, that sooner or 
later the charges, in so far as they are railway rates 
on this side of the Channel, will have to be fixed 
by this Tribunal, and will have to be fixed under 
this Section to which I drew attention, Section 33, 
and possibly Section 51, but I think really Section 33 
would be the governing Section. So you would then 
be in a position to consider all the facts which have 
been opened to-day with regard to the history, and 
finance of this railway in arriving at the proper 
charges to be charged upon the undertaking so far 
as it consists of a railway. In so far as, of course, 
the earnings are steamboat takings, and in so far 
as they are dock charges, they are not the subject 
of this Inquiry at all. They are not charges which 
in any way build up the main thing which the 
Tribunal is endeavouring to build up, namely, the 
equivalent of the 1913 revenue properly adjusted. 
For those reasons I submit as a matter- of principle 
there is no reason to differentiate the earnings of the 
Fishguard and Rosslare Company from any other 
investment, whether in railway or in any other 
undertaking. Therefore, as a matter of principle, 
quite apart from the fact of the 1903 Act, and that 
curious provision to which I have referred, there is 
nothing, as I submit, to prevent the railway com- 
pany taking the course I suggested they might take. 

Quite apart from that, I submit as a matter of 
principle that the Tribunal will net make any 
allowance upon this capital expenditure. It is a 
little curious that no accounts of this undertaking 
we were told have been kept, because I have before 
me, and I will put in, a statutory Rule and Order 
of 1924, No. 218, which is the Great Western Railway 
Harbour, Docks and Piers Temporary Increase of 
Charges Order, 1924, and it deals inter alia with the 
charges of this Fishguard undertaking in so far as 
it consists of a dock and harbour undertaking. I 
observe from that it is made a condition of that 
Order by the Minister of Transport — I see it is signed 
by Mr. Hurcomb — “ That the Company shall keep 
such accounts and shall make such returns of their 
receipts and expenditure and of their traffic as the 
Minister of Transport may from time to time 
require.” Inasmuch as by this Order the charges and 
dues were raised by the amount of 60 per cent, it 
is to be presumed, I take it, that the Ministry of 
Transport had before then some material upon which 
to make that Order, and apparently they though', lit 
to impose that condition on the Great Western Com- 
pany that they should continue to keep the accounts 
of this undertaking in so far as it consisted of a 
dock undertaking 

Mr. Loclcet : Does that Order only apply to Fish- 
guard P 



Mr. Wrottesley : No ; it applies to a number of 
docks. 

Mr. Locket: Their docks? 

Mr. Wrottesley : The Great Western Railway Com- 
pany's docks. It includes the Fishguard under- 
taking which is not in fact the Great Western Rail- 
way Company’s undertaking at all. 

Mr. Loclcet. : It does not mean that they are to 
keep the accounts of the Fishguard nad Rosslare sec- 
tion separately; it only means that they are to keep 
the accounts of the docks and harbours separately 
from the railway accounts. 

Mr. Wrottesley : It might be so. It seems 

incredible that the rates at a place like Plymouth 
should be fixed by reference to the accounts of an 
undertaking like Fishguard. They are distinct in 
the 1923 Order which preceded the one which I have 
just read. There distinctions were made and modi- 
fications were made. Newport, Cardiff, Penarth, 
Barry, Port Tallbot, Briton Ferry and Llanelly — the 
Tribunal will appreciate why those are grouped 
together and given a charge in respect of tipping 
coal and coke. Plymouth, on the other hand, is 
given special consideration with regard to certain 
other classes of rates and charges. They are sub- 
divided for the purposes of their charges. Perhaps 
the Ministry of Transport can enlighten us upon that. 
It seems impossible that the Ministry of Transport 
were giving all-round charges on the basis of the 
general accounts of all their dock undertakings pro- 
ducing that result. I put in those two Orders. 

Mr. Locket: Does it mean anything more than 
that they are to keep accounts in respect of docks, 
harbours, and wharves in accordance with No. 14 of 
the statutory forms? 

Mr. Wrottesley: You mean No. 14 of the railway 
accounts ? 

Mr. Locket: Yes. 

Mr. Wrottesley : Clearly I should have thought it 
was to indicate what the earnings and expenses were 

Mr. Jrpson : Of the docks? 

Mr. Wrottesley: Yes. 

Mr. -Tepson : None of those dock charges are in the 
revenue we are concerned about immediately. 

Mr. Wrottesley : No. 

Mr. Jepson : We shall have to deal later on with 
the net revenue from the dock undertakings. 

Mr. Wrottesley : As other sources of revenue. 

Mr. Jepson : Yes. What do you base on the fact 
of these Orders of the Minister of Transport authoris- 
ing the Great Western Company to increase their 
dock charges at Fishguard ? 

Mr. Wrottesley : Only this, that when I asked Mr. 
Cope about their accounts he said the Great Western 
Railway did not keep any separate accounts. It 
seemed difficult to follow. 

Mr. ■ Tevson : What is in my mind is this : Suppos- 
ing the Minister had asked the Great Western to 
keep separately the accounts so far as Fishguard 
Harbour was concerned, that would not give the 
figures with regard to which I was asking Mr. Cope 
when he was in the box as to whether they kept a 
complete statement showing the receipts and exp nd'- 
ture and net revenue of the Fishguard and Rosslare 
undertaking, or the Great Western side of it. 

Mr. Wrottesley : No, it would not. There is an 
argument that I think does fall to be addressed to 
you upon these orders. They remind one that this 
Fishguard undertaking, consisting as it does to a 
very small degree of a railway and to a large degree 
of a dock and harbour undertaking, and possibly to 
as much if not a larger degree .a steamboat under- 
taking, is all subject to its appropriate revisions, hv 
its appropriate superintending Government Depart- 
ment, which I believe nowadays will tell it what it 
may or may not charge except possibly with regard 
to certain fares on its steamboats. It does seem, 
therefore, undesirable. I submit, and it is quite 
unnecessary for this Tribunal to take that capital 
expenditure into their consideration at all. When a 
company desires to justify any charges made in 
respect of their dock undertaking, this question of 
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what capital they have had to expend and how it is 
to be remunerated will be considered by that Tribunal 
and its charges will foe fixed with that end in view. 
It is really duplicating the supervision and possibly 
leading to some confusion in the way of fixing charges 
that a railway company should be allowed to bring 
in for this purpose, to a purely railway inquiry like 
this, because they have other sources of revenue, 
charges or the remuneration of capital which has 
contributed towards earning moneys out of things 
like dock undertakings or any of those ancillary 
services. It appears to me that we are likely to get 
into a duplication of supervision and lead to some 
confusion. If it is regarded purely as an investment, 
it stands upon its own basis, certainly so far as it 
consists of a dock undertaking, and it will doubtless 
receive quite proper consideration from the appro- 
priate authority when it applies to increase or lower 
the charges in respect of those docks. It is 
undoubtedly -the fact that when that Tribunal has to 
consider that question one of the elements to be 
considered will be the capital expended on the under- 
taking. 

Mr. J epson : One difficulty that is still in my mind, 
and you have not removed it, is this : leaving out the 
£355,000 there is over £1,000,000 of expenditure by 
the Great Western Company prior to 1913. That is 
treated and has been treated as Great Western 
capital; it is shown in their capital accounts. The 
revenue from that undertaking, so far as the English 
side is concerned, and the steamers, has been brought 
into the 1913 revenue, so far as the expenditure of 
that £1,000,000 is concerned, and the money that is 
derived from the investment at 34 per cent, from the 
Fishguard Company brought into contra account. 
Equally, they pay out the amount that is required 
to repay themselves in respect of that 34 per cent. 
That is quite clear as regards the £1,000,000 prior 
»o 1913. Now they come and say, and the Govern- 
ment have passed it: “There is £356,000 that we 
have spent since 1913; put us in the same position 
with regard to that.” Your argument is to keep it 
out for some reason, because it was not spent by the 
Great Western themselves on their own undertaking. 
You are seeking to differentiate that £355,000 from 
the £1,000,000 which has already been spent before, 
and which is being dealt with just in the same way 
as the railway companies propose it should be dealt 
with now. 

Mr. Wrottesley : Yes, because I say they have 
chosen to put the matter into the form in which they 
have put it. They have chosen to set up this separate 
entity and to erect, so to speak, a barrier between 
themselves and any further liability than 34 per cent. 
If they have chosen to do that, I say they should be 
bound by it. If you choose to erect a company to 
stand between you and your true customer, you must 
stand by it afterwards. You say: “ It suits my book 
to do so, and I shall do it,” and you must be held 
to it afterwards. 

Mr. J epson : Are they not in exactly the same posi- 
tion with regard to the £355,000 as they have been 
hitherto with regard to the £1,200,000 that they have 
already spent or which they had spent prior to 1913 ? 

Mr. Wrottesley : I think possibly they are, but I 
do not think that argument is sufficient because there 
is a great deal of capital. Up to 1913 the matter was 
looked at from an entirely different angle. Parlia- 
ment then took the aggregate revenue for all the 
undertakings and said : “ However you earned it, 
you shall have that still.” It might very well be that 
this was a concern which at that date though not a 
railway undertaking at all might have made a very 
big profit up to 1913, but in 1914 it became a complete 
waste of money and did not earn 6d. The traders are 
told that they have nothing to lose nothwithstanding 
that that is dealt with out of railway rates to-day. 
I am asking this Tribunal not to add to these risks, 
but to confine themselves as closely as possible to 
truly railway items. 1 say at once, if this expendi- 
ture was going to be justified either- under 58 (1) (6) 



or (c), the position of the trader quite clearly would 
be that it is a costly expenditure and has not pro- 
vided any adequate remuneration, and we should 
ask to exclude that altogether. 

Mr. J epson : Did you intend to suggest when you 
said later on that the Tribunal might have to be 
considering the charges which should be applied to 
the Fishguard undertaking, and then we should 
have to go through all these formalities, that when 
we came to fix those charges we should take into 
consideration this capital expenditure by the Great 
Western Company and so arrange their charges that 
there should be as good or a better return on the 
£355,000'? 

Mr. Wrottesley : I think very likely, but I would 
not like to commit myself to that, in so far as it 
is a railway undertaking on this side. 

Mr. ,J epson: Is it your suggestion as to the 

£356,000, limiting it to that for the moment, found 
by the Great Western Company for the Fishguard, 
that when we came to consider the Fishguard 
schedules we should be entitled to take that 
£355,000 found by the Great Western Company and 
find the Great Western Company some remuneration 
upon it from the Fishguard Company? 

Mr. Wrottesley : I would not say you have to find 
the Great Western Company some remuneration 
upon it. You would not have to consider, in my 
submission, the Great Western Railway Company. 
It is a matter for you, and we shall have to discuss 
it when the matter arises, as it doubtless will. 

Mr. J epson : I did not know whether that -was 
included in your suggestion. 

Mr. Wrottesley : I think it might very well be so. 
As I say, you have to apply the schedule which you 
find most applicable in all the circumstances of the 
case, and I know of no element which you might not 
take into your consideration in order to arrive at that 
end. If you thought this was onei of them in vour good 
judgment, it would be a matter for you to decide 
when the matter arose, hut you have here a separate 
entity for the purpose of charges provided there is, 
as I understand there is, a portion of railway on 
the English side, otherwise in so far as it is a dock 
undertaking it would fall for decision by other 
authorities. 

Mr. MacMillan : Perhaps I might in a word give 
a resv/me of the position which has resulted from 
these proceedings. We have the Minister’s tables, 
M.T. 1, M.T. 2, M.T. 3, and M.T. 4, under which 
he has informed us of the sums 1 upon which interest 
was paid during the -war period by way of com- 
pensation to the railway companies owing to the 
Government taking over control 1 . On those tables, 
which we have adopted in our amended hooks before 
you, certain matters have to-day been discussed ; and 
I think we are left in this position, that, as regards 
the Forth Bridge Railway Company, to which the 
Minister drew attention, there is now nothing 
between us at all. Mr. Wrotteslley desires that that 
figure should come in out of the North British figure 
in M.T. 1, and We do niot resist that. So that that 
matter may be taken as out of the way. 

The next matter to which I referred -was this 
question of the rent charges which in capitalised 
form have been included in the Minister’s figures. 
There, again, we find ourselves in no way at variance, 
because we are willing that that ingredient in the 
Minister’s figures should be eliminated. Mr. 
Wrottesley, on behalf of the Traders, thinks that is 
the best course, and I do not resist that at all. 

I alluded also to the question of the treatment of 
the J Joint Lines. We have had no observations 
from my friend on this point, so we may take it that 
that is the agreed method of treatment as we have 
treated them here. 

That leaves only the Rosslare and Fishguard Com- 
pany. On that I have very little to say in supple- 
ment of what I said before. I do notice that both 
the Statutory Orders are temporary Orders, and both 
of them are now dead ; but I derive encouragement 
from the terms of them because although dead they 
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still speak, in this form, that both of them describe 
Fishguard as a harbour or a pier undertaking of the 
Great Western Railway Company. So that even the 
Minister of Transport has slipped into accuracy iu 
this matter — or into inaccuracy, according to how 
you look at it — because he has dubbed the Fishguard 
Harbour undertaking as a harbour undertaking of 
the Great Western Railway Company. In law it is 
not so ; but so much as it is so the Minister of Trans- 
port describes it in an Order, and he describes it in 
both of these Orders. 

I am more concerned to say something about 
another point, because I think these Orders are quite 
immaterial to the question before you. My friend 
made a curious statement. He said, no doubt it is 
true that the Great Western Railway Company can- 
not part with any of those shares, or any of that 
stock, which it holds in the Fishguard Company, and 
it cannot because in reiterated provisions of a series 
of Acts of Parliament it is expressed in this form : 
“ The Great Western Railway Company shall not sell, 
transfer, or dispose of any shares or stocks so held by 
them.” I read that from Section 88 of the Act of 
1898. It is repeated in Section 71 of the Act of 
1899; and it is once more repeated in Section 37 of 
the Act of 1914. But then, he says— attributing to 
us an almost Michavellian ingenuity — “ Could not 
you have those shares cancelled? ” A pertinent 
question was put to him by one of the members of 
the Tribunal as to who was to provide the money 
for the cancellation; and the answer was, “ The 
Fishguard Company.” But the Fishguard Company 
has no means of getting money to cancel these shares. 
We hold the entire capital of the Fishguard Company 
— on this side of the Channel the whole of it — and 
we guarantee the interest on it. Where are they 
going to raise the money to enable them to procure 
the necessary funds to bring about the cancellation ? 

Mr. Wrottesley : From the public. 

Mr. MacMillan : Supposing they go to the public, 
they would need to get additional powers from Par- 
liament. They would require to get power from 
Parliament to get new capital. Supposing they suc- 
ceeded in getting Parliament to do that in order to 
enable them to raise money from the public to be 
devoted to the cancellation of these shares the pro- 
duce of which has been expended on the undertaking,, 
would Parliament sanction the raising of the capital 
twice over for one set of works? Nay, more. Sup- 
posing Parliament, in a moment of aberration, did 
such a thing, the cancellation would not have the 
result which my friend Mr. Wrottesley contemplates 
of the whole of this money going back into 'dividend 
fund and becoming available for distribution. 
In point of fact, it could not be brought 
into account in a question with the traders, 
as far as I can see, in any way whatever, 
through any such devious course. It could not 
come into the dividend fund for distribution among 
the shareholders, nor could it come in for remunera- 
tion under (6). It would be a reduction of the rail- 
way company’s capital. But if, on the other hand, 
the money were invested, then it would be money 
from another source of revenue which would re- 
dound to the benefit of the traders. Therefore, how- 
ever you twist this transaction, you cannot, I think, 
succeed in bringing about any of the disasters which 
my friend contemplates. It seems to me that we are 
precluded, even if we wanted so to handle this fund 
as to use it to the prejudice of the traders in our 
calculations with them. My friend, on the equitable 
side of the transaction, has not been able to show you 
any reason whatever why it should not be brought 
into account for remuneration. I confess that the 
point of view which was put by Mr. Jepson a moment 
ago chimes exactly with an argument which applies 
to a good many other things in this case. The whole 
theory of Section 58, as I conceive it, is this : That 
you take the revenues of 1913, but as we .are now 
in 1925 you have got (so to speak) to supplement what 
you got from 1913 by adjustments contemplated by 
the subsequent paragraphs of Section 58; and one 



of the adjustments made is for the very reason that 
things which were in 1913 are calculated on a 
certain basis, as we are now in 1925 you ought to 
•add for the period of 1913 to 1925 those things which 
were already in the period before 1913 in order that 
you may bring the whole thing to a proper level 
and that like may be associated with like. The 
supplements which you derive from the paragraphs 
(a), ( b ) and (c) are intended to be supplements of 
the same character as. the things which are included 
and represented in the revenues of 1913. And when 
we ask you here to include this Great Western figure 
we are asking you to maintain the tradition which is 
set out in Sub-section (1) of Section 58 for getting 
at the revenues of the same undertaking, with the 
necessary supplement to bring the figures down to 
date, and we are asking nothing more. 

Therefore upon this question, which seems to be the 
only matter really in contest before you to-day, I 
would ask your decision in favour of the railway 
companies and the preservation of the figure which 
the Minister has given us in his M.T. 3 applicable to 
the Great Western Railway, to take that figure as 
correctly stated. 

I think the only other thing is a matter to which 
my friend did not refer — possibly it was an oversight 
— in his address just now. I did tell him we are 
taking the capital expenditure on which the interest 
was allowed irrespective of the fact that some of 
the works came into use in 1913 before the critical 
date in August, and some after. That is done ad- 
visedly and in precise conformity with the Statute, 
and has been known to the Minister and to all the 
parties all along. It is in exact conformity with the 
Statute. I really need not have mentioned it, but I 
thought it was as well to reassure ypu how the whole 
thing stood. Upon the whole case I think you have 
now the material, if I may say so, on which to 
complete' this compartment of the case. 

Mr. Jepson: Before you sit down, Mr. MacMillan, 
have you the amount represented by the capitalisa- 
tion of the rent charges? How are we to have those 
figures? Are they in existence, or will they be got 
out? 

Mr. MacMillan: They are not a great deal. We 
can supply these quite easily because the Minister 
has capitalised certain annual payments. We will 
take these out and furnish your Registrar with the 
necessary figures for that purpose. 

If you state in your decision, if I may say so, 
that that is to be done, then the actual figures will 
follow automatically, and can be supplied. We shall 
put forward the figures, but the Minister will be 
asked to confirm them so that my friends need have 
no anxiety as to their accuracy. 

Mr. Wrottesley : I formally submit what you have 
to find is the capital expenditure forming the basis 
on which interest was allowed in the period; and 
that has not been done, whether by the certificate 
of the Minister or anyone else. If they have given 
you £100 in respect of interest paid by the Govern- 
ment on, say, only three months instead of the whole 
year, that is the way in which this whole question 
of remuneration on works brought into use in 1913 
was dealt with by the Government. I submit that 
the traders are entitled to have a similar considera- 
tion and a similar adjustment made in their favour 
when you come to fix the Standard Revenue. 
I suggest it is only as equitable as the other 
points. It is clear that unless that is don© 
the Ministry have given you a capital sum, and if 
you are going to apply five per cent, to a ''cpita* 
sum remunerated in that way, you are remunerating 
that capital twice. I submit that on Section 58 
(1) (a) that is not the proper allowance Parliament 
intended the railways should have in that respect. 
As I wish to make it clear, I make a formal sub- 
mission upon that point. 

Mr. MacMillam : You will observe the Pink Paper 
contains one definition of capital expenditure. It 
may be that in the calculation of interest as between 
the railway companies and the Government certain 
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cognisance was taken of the date at which particular 
works were brought into use; and when you turn to 
the Act of Parliament you find the criterion for 
(I) (a) is capital expenditure forming the basis on 
which interest was paid. The capital expenditure is 
defined and is perfectly clear. 

President : Have you anything more to say on 
that, Mr. Hurcomb? 

Mr. Hurcomb : I would like to say this on that 
point, that the Minister has not considered it his 
duty to make adjustments in favour of or against 
anyone in the statement submitted to you, but to 
put in a statement on which you can arrive at your 
decision. I think Mr. Wrottesley will admit that the 
statement submitted shows entirely what it is. It is 
a statement showing the total amounts as at 
loth August, 1921, upon which interest has been 
allowed by the Government under the Railway 
Agreements. In his earlier memoranda the Minister 
drew attention to the clauses of the Railway Agree- 
ments which deal with this question of interest on 
capital expenditure, and they make very clear what 
is so dealt with, including the point about the 
capitalised value of the rent charges or feu duties. 

On the immediate point which has just been raised 
I would like to refer you to Question 4848, on 
page' 266, when Mr. Wood, as the representative of 
the Ministry, put this very point. He said, “ If 
you will refer to page 94 of the Agreement which 
governs this matter. It is in Appendix 1, para- 



graph (b). It states there : ‘ Interest to be calculated 
during the control period, for such portions of that 
period as correspond with the period in 1913 prior 
to the date on which the -work was brought into 
use.’ Shortly, that means that if, say, a work cost- 
ing £100,000 came into use on 1st of July, 1913, it 
was allowed during each year of control 4 per cent, 
for six months on that sum. The point which 
emerges is this : Is that £100,000 the proper figure to 
include for this purpose, having regard to the fact 
that one half of it, or, rather, for one half of the 
year 1913, it presumably earned profits and reflected 
in the base year? ” 

Then it was suggested lower down, by the /Solicitor- 
General, that that was a point of interpretation which 
was before the Tribunal. So I do not think the 
Minister can be blamed for not having called your 
attention to these various points. 

Mr. Wrottesley : I observe that the words of the 
Minister’s Certificate are not in accordance with the 
Act, forming a basis “ on which interest be allowed,” 
but “ upon which interest has been allowed.” I 
observe that, and in fairness to my friend I ought to 
say that. That bears out the argument I am put- 
ting before you that you have something to decide 
other than the Minister’s Certificate. 

( The Tribunal conferred.) 

President : We will consider our Judgment and let 
you know later. 
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